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Item 1

The business of the Company consists.of four principal classi-
fications (i) the manufacturing and marketing of valves, fittings,
regulators and other controls for pressurised gases, (ii) the
design, manufacturing and marketing of modular and custom kitchen,
cafeteria, and restaurant equipment for commercial and industrial
feeding operations, (iii) the engineering and manufacturing of
precision componants and assemblies for use in aerospace vehicles,
military and commercial aircraft, computers, and a variety of
other industrial and commercial products, (iv) the participation
through stock ownership and other means in mineral resources,
exploration and development.

The Company was incorporated in 1927 in the State of Idaho as
Golconda Lead Mines. From 1928 until 1957 it operated a mine and
a flotation mill located in the Coeur d'Alene Mining District of
Idaho. In 1957 the combination of declining metal prices, rising

. costs, and the exhaustion of the then known ore reserves resulted
in the closing of the mine. The mill treated ores of other mines
on a contract basis until 1960. The name of the Company was

. changed in 1962 to Golconda Mining Corporation.

In 1957 the Company began a program of acquiring mining companies
and properties in the vicinity of the Osburn Fault between Wallace
and Mullan, Idaho, an area known as the Golconda Area. As a
result of its holdings and securities in other mining companies,
it came within the definition of an investment company as that
.term is defined in the Investment Company Act of 1940. In
February, 1966 the Company's registration as a non-diversified
closed-end management investment company under that Act became
effective. It continued as such until March, 1971 when it was
de-registered following a change in the nature of its business
which occurred when Astro Controls, Inc. was merged into the
Company on September 15, .1970 at which time the name of the
Company was changed to Golconda Corporation its present title.

Astro Controls, Inc. was organized under Delaware law on
May 6, 1969, pursuant to an Agreement of Consolidation among
Pioneer-Astro Industries, Inc., an Illinois corporation organized

. on April 27, 1946 and The Bastian-Blessing Company, an Illinois
corporation organized on May 9, 1903.

Controls and" Related Equipment .

Through its RegO Division, the Company designs, develops,
manufactures and markets: (a) pressure regulators, valves and
other control ecuipment for LP-gas and anhydrous ammonia; (b)
pressure regulators, cylinder valves, manifolds and other control
equipment for atmospheric ar.d other compressed, liquefied and
dissolved gases; (c) gas welding and cutting equipment; (d)
medical oxygen ar.c chemical equipment; (e) electric welding
products; (f) pneumatic control devices for the fluid power
industry; and (g) cylinder valves and regulators for self-
contained breathing" apparatuses .'A conimon characteristic of RegO
Division products is the control or regulation of the flow of
gases either ir.to or out of containers in •.•:iiich the gases are
stored, or into pipir.g systems. RccjO products are designed for
a wide variety of gases ar.d temperature and pressure extremes.
Products for use with cryogenic oases are required to withstand
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temperatures as low as minus 32QOF, Depending on tuc ...
/.ogO equipnont is designed to regulate pressures from a few ounces
.to 10,000 pounds per square inch.

KegO Division products cr° sold nation-wide and, to a limited,
extent, abroad. These sales are made by a combination of eleven
full-time RegO salesmen, and one hundred and nine franchished
distributors and distributors abroad. RecjO also distributes a- —^--^r. ...
substantial nuriber of catalogs to LP-gas marketers and anhydrous
ammonia dealers throughout the country. In the last fiscal year
the largest customer of this Division accounted for 63 of its
sales and its fiva largest customers accounted for about 20%
of its sales.

Through its Anderson Copper and Brass Division(Anderson), the Company
manufactures and markets a line of fittings for use with copper tubing.
Included in the product line are flared fittings, compression fittings,,
inverted flare, double compression and brass pipe fittings, as well
as garden hose e.r.d air hose fittings. A catalog of standard items is
issued but orders are solicited for special items of a related nature.
Designed for use with a variety of gases and liquids, the primary
application is in the plumbing industry.

The Anderson Division manufacturing operations, located in Alsip,
Illinois, consist primarily of screw machine and chucking machine
operations, the raw material being exclusively brass rod and brass
forgings. The Division purchases other components, such as valves
and tubing tools, and offers them for sale to its customers also.

Brass fittings manufactured by the Anderson Division are sold on a
nation-wide basis by twenty-five manufacturer's agents who service
approximately seven hundred and fifty accounts. A limited amount of
sales are abroad. In the last fiscal year, the largest customer of the
Division accounted for 15% of its .sales and its five largest customers
accounted for about 31% of its sales.

I
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Food Service Equipment
\

Through its Bastian-Blessing Division, the company designs,
manufactures and markets a broad line of modular and custom
kitchen, cafeteria and restaurant equipr.icnt: for commercial and
industrial feeding operations. Standard catalog units, as well
as many custom items, £re manufactured for all types of fast-
food operations, limited menu drive-ins, restaurants, nursing
homes, hospitals, colleges, department stores, discount and variety
stores, schools, government agencies, military exchange bases
and institutions that have mass feeding facilities. Installations
may include short order equipment such as display cases, shelving
and beverage stands, soda fountains, food warmers, refrigerator
bases, salad and sandwich preparation units and griddle stands,
or a complete cafeteria line-up and kitchen dish tables, workboards
and sinks.

Eastian-Blessing engineers and distributors frequently assist
the customer in -planning the entire food service layout, including
all necessary equipment for storage, preparation and service of
food, as well as clean-up operations. Approximately 50% of the
division's business is comprised of custom manufacturing of
special orders. The manufacturing operations-, located at Grand
Haven, Michigan, consist of the cutting, bending, forming and.
v;elding of sheet metal (primarily stainless steel) and of . -
polishing, insulation foaming, painting and wood work. Bastian- .'
Blessing also purchases a few component parts, such as compressors
and valves for refrigeration units, grease filters for griddle
stands and stainless steel pans for wanning tables. To complete
ready-for-operation installations for customers Bastian-Blessing
purchases certain finished products, such as ranges,' refrigerators,
ice makers, dishwashers, garbage disposals and coffee makers.
These parts and products are manufactured commercially, and
Bastian-Blessing has no long-term agreements with suppliers nor
has it encountered.any difficulties in obtaining its requirements.

Food equipment products are sold through £ nation-wide group"
of distributors and dealers totaling approximately eighty-rive.
The Bastian-Blessing field service organization of sixteen
individuals services the distributors and also makes direct sales
to certain repetitive accour.ts such as the Army and Air Force
Exchange Service. A New York office is maintained to handle sales
and to service national accounts headquarterad.in New York. In .
1972, the division's sales of manufactured product to its largest
single customer accounted-for 15% of such sales and to ;the division's
five largest customers totaled 29% of such sales.

Precision Components ar.d Assemblies

Through its Pioneer Astro Industries Division,, the company is engaged
in the engineering'and manufacture of precision and ultra-precision
•components and assemblies or sub-assemblies for direct use in
missiles, space vehicles, -fire control equipment, ground support
devices, radar and tracking devices, other products associated
with national defense, commercial aircraft, computers, vehicles
and other industrial ar.d ccrrjr.ercial products. Products include: N

(a) gear box housing and covers for jet engines; (b) housings and
frames for inertial guidance equipment; (c) shafts, rotors and
drive plates for air bearings; (d) stator torque tubes; (e) inner
cyj-jujue^a j.̂.,. commercial aircraft; (f) gear boxes for atomic
submarines; (g) war heads for two classified missile projects;
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j™
j beryllium housings, discs, hond plates and'lcnse cells for
NASA; and (i) francs and supports for computers. Q'L

The Division has experienced a decline in volume since 1969
which is primarily attributed to the cut-bc<ck in aerospace and
defense contracts. The Division has experienced an operating loss
in each year from 1969 to the present, with the lose, before federal
income taxes and corporate allocations for the current fiscal year
totaling 51-19,000.

All of the sales of Pioneer Astro Division for Government end
•use are pursuant to fixed price contracts. The Renegotiation Act

• of 1951, as amended, r.akes subject to renegotiations by the
Government all profit." realized under Government contracts.
Approximately 65% of Pioneer's sales in the fiscal year ended
November 30, 1972 were subject to renegotiation. Pioneer does
not anticipate an adjustment of profits from renegotiable sales
for the year, but it cannot offer any assurance as to the outcome
of renegotiation proceedings.

• Mining Activities and Investments

Through its Golconda Mining Division, the company is engaged
in mineral exploration and developments through capital stock-
holdings in affiliate corr.panies and operating lease agreements
with affiliates for the exploration and development of certain
properties. The Division has not engaged in direct mining,
milling, or exploration work since 1960. The Division is head-
quartered in Wallace, Idaho, in what is known as the Coeur d'Alene
District. Most important among Golconda's holdings is 637,674
shares of Hecla Mining Company, listed on the New York Stock
Exchange. These holdings represent 10% of Hecla's outstanding
shares. Kecla is a major domestic producer of silver and is
engaged in the development of other major mining properties.

Golconda owns 54% of Alice Consolidated Mines, Inc. a company
owning 1,109 acres of niinir.g property to be explored with Hecla
under an operating lease agreement. By the terms of the lease,
Kecla will perform specified exploration ar.d development work in
the area. If exploration proves successful, by terms of an
agreement dated April 3, 1970, Golconda will share 20% of the
pre-production costs of devalopr.ant, and receive 20% of the
net profits, if any, from Hecla's operation of the exploration.
After Hecla and Golconda have recovered their respective shares
of prs-production costs, net profits from operations v/ill be
divided as follows: 503 to Alice Consolidated, 40% to Hecla and
10% to Golccnda. Some exploration has taken place but no
significant developments have occurred. Golconda's share of
pre-development costs are expected to total $200,000 over five
years.

\
\

LS 000005

Golc - CDA dm - 0007



Golconda Corporation operates its businesses as substantially
autonomous divisions. The follov/ing table seLs forth the
contribution to the Con-.paay' s net sales and earnings before taxes
and extraordinary itcns for the years enc!ed November 30, 1972 .
and 1971. .

015

Net sales

Controls
Food Service Equipment
Precision Components

Earnings before taxes
and extraordinary itens

»_
Controls
Food Service Equipment
Precision Components
Golconda Mining

1972 1971

46,449 100

1972 %_

2,997 103
( 202) ( 7)
( 256) ( 9)

375 13

2,914 100

21,890
15,647
2,947

40,484

1971

2,271
( 758)
( 391)

310

54
39
7

100
—

M^BMM^

159
( 53)
( 28)
22

1,432 100

Because of the organisational structure and nature of expenses
incurred prior to the larger of Golconda Mining Corporation and
Astro Controls, Inc., comparable data for years prior to 1970 is
not practicable to obtain. In determining pretax income on a
divisional basis for 1971 and 1972, items of income and expense
directly related to specific divisional operations have been so
allocated; corporate charges related to use of capital have been
allocated on the basis of net assets in each division and other
corporate charges have been allocated proportionately to net sales,

The following table sets forth the approximate percentage
contribution to the Company's net sales-rand gross profits by'each
of the continuing nar.ufactaring divisions:..

Net sales

Controls
Food Service Equipment
Precision Components

Total

1972 1971 1970 1969 1968

100% 100% 100% 100% 100%

Gross profits

Controls
Food Servie Equipment
Precision Components

Total

71%
28%
1%

100?

71% 61% 68%
27% '36> 28%
2% '3% 4%

100%

63%
26%
11%

100% 100% 1005

For information relating to investment operations see Item 2
Consolidated Statemer.r of Earnings.
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Competition

Golconda Corporation is subject to intense competition from a
large number of firms in each of the fields in which it is engaged.
Competition varies from elder and larger lirins having greater finan-
cial resources than Golconda to small local and regional competitors
which have advantages deriving from proximity to local markets.
RegO Division's principal market is the LP-gas industry, and RegO is
a significant supplier of LP-gas equipment. With few exceptions,
most of Bastian-BlGssing Division's competitors are local or regional
in character and generally small in size of facility and sales volume.
There is a surplus of r.achine shop and machine tool firms competing
with the Pioneer Astro Division for available business. In addition,
majof defense and aerospace firms are competing for business which
may have formerly gone to the small firms. The principal factor
affecting Golconda Mining Corporation's business is' the price of
silver in the v;orld and domestic markets. Development of the mining
property interests held by Golconda will be primarily influenced by
increases in the price of silver.

Backlog

As of Noverier 30, 1972, the company's backlog of orders totaled
$12,905,000, substantially all of which is expected to be filled in
the current fiscal year. At November 30, 1971, backlog amounted to
$10,309,000. Backlog amounts are not necessarily indicative of sales
for subsequent periods.

Materials

The. company's manufacturing activities obtain their materials and
components from corrinercial sources and, where only one supplier is
used, alternate sources are available. No significant difficulty has
been experienced in obtaining the company's requirements. There are
no material long-terr. fixed commitments with suppliers.

. In the .case of the mining part of the business the discovery of
silver ore bodies on its related properties would obviously be of
benefit to the value of the company's holdings of land and min ing '
securities but since the company does not at the present time operate
any mines it is not to that extent dependent upon the discovery of
ore bodies and the available supply of silver.

Research and Development . .

The dollar anour.t of expenditures during the last fiscal year re-
lating to the development of new products or the improvements of ex-
isting products was inconsequential.

Nuitvber of Employees .- .

The company has approximately 1,625 fuLL-tirne employees, of which
60 are in executive and managerial positions, 190 are engaged in pro-
fessional, acrur.istreitive and sales work, 165 are off ice and clerical
and the rorr.air.ir.g balance of 1,210 consists of factory, warehouse and
other production-related personnel.
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GOLCONDA CO?-PORATLON AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF EARNINGS, RETAINED

EARNINGS AN'D ADDITIONAL CONTRIBUTED CAPITAL

07

The following consolidated statements of earnings, retained earnings and
additional contributed capital for the three years ended November 30, 1972
have been examined by Alexander Grant & Company, independent certified
public accountants, whose opinion is included elsewhere herein. The con-
solidated statements of earr.incrs, retained earnings and additional contri-
buted capital for the tv/o fiscal years ended in 1969 combine the operations
of the constituent entities (Golccnda Mining Corporation and Astro Controls,
Inc.) for their respsctive fiscal years as described in note (A) below and
are not covered by the opinion of independent certified public accountants.
In the opinion of nar.acer.ent, all adjustments (consisting only of normal
recurring accruals, except the corriining entries described in Note A} neces-
sary for a fair presentation of results of operations for those periods
have been made.

CONSOLIDATED STATEMENT OP EARNINGS

(In thousands of dollars except per share data)

Fiscal Year Ended (A)
1963 1969 19/0 1971 1972

Net sales from manufacturing
operations
Cost of goods sold
Gross profit from manu-
facturing operations

Selling, general and
administrative expenses

Interest expense
Other income - net

Operating profit from
manufacturing operations

Investment operations (B)
Earnings before income
taxes and extraordinary
items

Income taxes (principally
Federal)
Current provision
Deferred provision (benefit

(not covered by
. auditors1 opinion) • m .'.:'; ... • '

$24,422 $40,397 $45,865 $40,484 $46,449

26,859 30,525 35,499 31,378 35,913

7,563 9,872 IQ',366 9,105 10,531

4,800 5,891 7,613 7,324* 7,374
407 1,151 • 1,158 1,117 994

( 104) ( 210) ( 150) ( 490) ( 444)
5,103

2,460
532

2,992

1,301

1,301

6,832

" 3,040
348

, 3,388

1,608
18

1,626

8,621

1,745
22

1,767

865
( 30)

835

7,951

1,155
310

1,465

370
152
522

7,924

2,607
375

2,982

960

1,276
1,702 932 943 1,706

LS 000008

Golc-CDAdm-0010



Earnings applicable to
purchased portion of
acquired company
Earnings from continuing
operation

Loss from discontinued
operations -net (C)

Earnings before extra-
ordinary items

Extraordinary items (net of
Federal income taxes) (D)

Net Earnir.gs(loss)

03
1U08

Fir>cal Year Ended (A) (Contd)
1i» "b <J 19 V 0 ~~L$'l I T57T

(not covered by
auditors' opinion)

431 $ $ - $ ' - $ -

.1,260 1,762

( 52) ( 252)

932 943

1,203 1,510 932 943

78 280 ( 995) ( 52)

1,706

1,706

$ 1,2S6 $ 1,790 $( 63) $ 891 $ 1,706

Weighted average shares
outstanding (E)

Per share data (E)
Earnings from continuing
operations
Manufacturing operations
Investment operations.
"(primarily gain on sales
of investments)
From discontinued
operations

Earnings before preferred
dividend requirement and
extraordinary items
Less - Preferred dividend
requirement
Earnings before extra-
ordinary items
Extraordinary items

Net earnings (Loss)

Dividends per common
share (F)

2,593 2,727 2,771 2,785 2,785

? .30 $ .52 $ .31 $ .24 $ .51

.19

( .02) (

.47

.19

.28
' .03

? .31 $

.13

.09)

.56

.18

.38

.10 (

.48 $(

.03

^ 9

.34

.17

.17'

.36) (

.19) $

.10

-

'.34

.15

.19

.02)

'.17

.10

•-

.61

.14

'• ' .47

$ .47

$ .12 $ .12 $ .12 $ -

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES '

CONSOLIDATED STATEMENT OF RETAINED EARNINGS

r.cc - beginning of period as previously reported
* -rent of Golconcla Mining Co. tax liability for
period 1962-19G7 including legal costs net of
benefit

IT.CC - br.-ginning of periodaa restated

it earnings for .the period

; divid'.Muls paid
: Bastian-Blessing Company
?ss portion (411) accounted for as a purchase (Note A)

>r:e£r Astro Industries, Inc.
:ro Controls, Inc. - Preferred ..'...
Lcor.da ' l ining Corporation
Leo.".da "Corporation - Common • :: . -
' tonda Corporation - Preferred. ._
.cation of earnings(164,799)less dividends($44,000)(Note A) 120,799

r.ination of portion of Dastian dividends paid to Pioneer
19-53

ance - end of period

t iscai xear cnaea \A; • . ,«.,
1968 1969 1970 197_1̂

(not covered by . •
auditors ' o

. $13,404,402

•';(• 74,707)

13,329,775

1,280,006
14 , 615 , 701

736,026
( 302,098)

434,720
66,000

-231,960
-

-:e A) 120,799

••
853,487

! :$13,762,294

pinion)

•

it
*

13,762,294

• ' ' 1,789,994
15,552,200

370,956
-
370,956

!
242,300 -
231,960
— i

-
— i

••(••• 147,465) '
697,751

1 $14,854,537 '

• •.- . . . . . •

i
. •

•
14,854,537 14,152,546

»
( 63,407) 890,605
14,791,130 14,943,151

_ . -
- ' -

-
- -
- -- - ' •
283,190
455,394 412,749

- —
•• ••

' 738,584 ' 412 ,749
$14,052,546 =$14,530,402 :

1972 o

c/5

^

i

p
14,530,402

4.

1,706,035
16,236,437" :•

r

-
-
- 4

- i

- ' i

-

393,741 :
_ i

. _ i

398,741
g_~ J » Y r _

accompanying notes are an integral part of- this statement.
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l

-

t

,-j- .

i

••j
n
o
o
o
o
a.
10

P'
3

O
;<
a
o
t/>
in

O
IT»

•o
p
M

<
p
H1

C
(D

P
ri
r*
M
P-
3

i£>

M>
fl
O
3

u
P
M
(0

O
Ml

.

,

*

• .*

V-* t

u G t-
P* OP1

p in u
3 rr 3
(1 H O
ro o

n '
P 0 1
rt P*

P tr x

rr rt o
o p-*u
O 3 P-
p- O D *
3 3
3 ft P- - •
p- O 3
3 >a . .
iQ rt

3" 0
O fi> iti
"« 3TJ
•C o ro
O H H
ri ifl p.
P- O O
o n &i
&•

O <U
P Ml W
W *N

^OT3
rl • P-M
rs o o
U 3 <
rt n P- O
P o o o
rt n C 2S
ro w cn
&i P M O

3^ L-«a. M
K Oa ro >

P'O H
W O M
rt n a
p-rt
P ra co
3 O« P3

>
i-3

W
2!
hj
"

<^
O
^

10
to
U)
^

VO
Ul
Ul

--<» c,
« C
"* CL,I-4 Ui ~ ,̂ H

ui cn *L 3 vo
co to £ o a\
V'̂  1 ** °°•» Ck w

Ul 0 . O
to ui o
*~ O <

rrj ffi
H-^
3 0

•W
cn
^
jk
u>
C3

%

Jfc.
O.
vo

~<n p.0ic\ 5
3 0*Jk C,k< t-

ui vo vc
to M cr
•. •• vc
•J »-•
M cn
M O
*^

•

-v>
cn
>j
M
Ul
^
vo
Ck
Ul

•v>
cn
Ul
Ul
to
p*
CO
Ul

•vt
Ul

CO
CO
o
Ul
4k
cn

•</>
cn

Vl H
1 H1 vo
- Ul . ^3
- ' 0
VO
4k
Ul

•CO
u>

. tn r-
r uj • • vo

to -~
^ L».^ r^»-•
CO
Ul

«/>
Ul
^ _ 1.

t p"
co • vc

t CO ~v
0 K;

Ul
4k .

O
•̂

• .B
D
H
^3
H
O; 53>

; F
o
o
a
p3
pa
H
w
G
n

*J W
p- a
Ul
o n
P >
M HJ

H
M« . 1>S T
ro >p r1

n
M
3
Qt
ro
p.

>

°* TO nf\nnt 1

.

oo
t1
0
o
3
a
>
o
o
§'w
o3
>-3
w
O
2
3J
2j
0

CO
a
Cd
I/J-
in
O
H
>
JO
M
W
W

s

Golc-CDAdm-0013



GOLCCNDA COI'L'ORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED STATEMENTS OF MARKINGS, RETAINED

EARNINGS AUD ADDITIONAL CONTRIBUTED CAPITAL

i ,

:<riconda Corporation (formerly Golconda Mining Corporation) acquired all
af the outstanding stock of 7>.stro Controls, ino. , uffui Live September 15,''" ;
L97Q and has accounted for the transaction on a pooling-ot-intere^C. bdbia.
rhe consolidated summary of earnings combines the results of operations
of Golconda Mining Corporation (Golconda) for the two fiscal years ended
December 31, 1969 with the results of operations of Astro Controls, Inc.
(Astro) for the tv:o fiscal years ended November 30, 1969, and includes
the results of operations of Golconda for the eleven months ended
November 30, 1970 combined vith those of Astro for the twelve months then
ended. The results of operations of Golconda for the month of December,
1969, excluded in the year ended November 30, 1970 were insignificant.

Astro Controls. inc.t (Astro) was the result of a combination, on a partial
pooling-of-interest basis, of Pioneer Astro Industries, Inc. (PioneeF) arfd
The Bastian-31essing compar.y (Bastlan) as of May b, i^b^TAccoTQiucfTy",
th'e portion Ot net earnings ar.d extraordinary item relating to the 41% of
Bastian coirenon stock acquired through cash purchases by Pioneer has been
excluded from the net earnings of Astro for the period prior to its 41% . .
investment in Bastian.

Prior to the consolidation into Astro, Bastian and Pioneer reported on
fiscal years ended November 30 and April 30, respectively. Astro adopted
the fiscal.year of Bastian and for the fiscal period ended in 1968, the
operations of Pioneer have been restated to a twelve-month period ended
November 30, 1968 and have been combined with the operations of Bastian •
for the year then ended. As a result of this restatement, net sales and
net earnings of $2,306,499 and $164,799, respectively, have been included
both in the fiscal year ended November 30, 1967 and in the fiscal year ended
November 30, 1968. The Consolidated Statement of Retained Earnings has been
adjusted for the earnings included in both years.

«3) :

Net investment income for the five fiscal periods ended November 30, 1972
is net of interest expenses of $70,193, $73,675, $198,206, $148,259 and
$107,53.5 respectively. In 1959, interest in the amount of $75,200 was
capitalized as cost of investments.

Effective December 1, 1970, the company with the recommendation of its
independent public accountants, revised its method of recognizing gains
or losses on sales of its investments in securities from the specific
identification cost method to the average cost method. The average cost
method provides for the determination of gains and losses on a uniform
cost basis as compared to the company's former method of using specific
identification for the determination of the cost basis of securities sold.
The effect of the change on net earnings for 1971 was an increase of
$214,139 ($.08 per corrjnon share). The effect of the change in 1970 would
be to decrease net earnings $30,080 ($.01 per common share). Because the
change in method did not materially affect the aggregate cost of the se-
curities held at December 1, 1970, but pertains to the determination of
the cost of securities sold, the change has no material cumulative effect.

-See Note 2 of Notes to Consolidated Financial Statements.

(C) '

. The company discontinued operations of B/B Imperial, Inc., a wholly-owned
subsidiary in 1969, and discontinued operations of its Paris, Illinois
manufacturing facility in 1970. 'The Consolidated Statement of Earnings
for Golcor.'Ja Ccrr.crntior. has been r.cstated to segregate the results of
discontinued operations for the tv;o years ended in 1969. The 1970 utatc-
ment of earnings has not been restated to segregate the discontinued
operations of the Paris, Illinois plant in that year because the effect
on operations war. not material.
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The summary of product lines discontinued in connection with B/B Imperial,
Inc. and the Parisi Illinois manufacturing facility prior to liquidation
is as follows: ' • •

$000's omitted except per share data

Fiscal Period Ended

1968 1969

$2,592

2,214

$1,160

2,119

$4,806 $3,279

Net Sales

B/B Imperial, Inc.

Paris, Illinois

*•

Earnings (Loss) *

B/B Imperial, Inc.

Paris, Illinois

Loss Per Share
T

*The earninos (loss) is after applicable income taxes (benefits) and
amount applicable to "purchased" portion.of the original company (see
Note (A) above), but excludes certain corporation headquarters and
centralized service expenses not allocable.

$ 63

( 315)

(D) • ..

Extraordinary items consist of the following:
$000' omitted

Fiscal Periods Ended

Gain on sale of portion of
operations and of wholly-
owned subsidiary

Gain on sales of securities

Loss on liquidation of Paris,
Illinois Division

Provision for settlement of
lawsuit related to products
of operations discontinued
in 1970

Applicable Federal Income Taxes

1968

$ 103

1969

$ 50

334

1970

$ -

(2,027)

"1971

$ -

( 100)
(2,027) ( 100)
(1,032) j 4_8)

$ 78 $ 280 $( 995) $( 52)
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•13
:arnings per common share for the years 1969 through 1972 are based on the
;eighted average number of conunon shares outstanding during each period,
.'he assumed preferred dividend requirement, 5-130,025 for 1968 and $4S'j,990
•or 1969, was deducted in arriving at earnings available for conunon shares.
?he paid preferred dividends deducted in arriving at earnings available for
:ommon shares in 1970, 1971 and 1972 were $455,394, $412,749 and $3987741',":
respectively.

• _

( P ) ' . * - . , - '

Dividends per common share are those paid by Golconda Corporation only
and do not reflect the dividend policies of Astro Controls, Inc. prior
to its merger with Golconda. '

The years ended November 30, 1968 and 1970 include a provision for
employees' discretionary bonus in the amount (net of taxes) of $117,000
or $.05' per share ana $138,000 or $.05 per share, respectively. Such
bonus was discontinued for the year ended November 30, 1969 and sub-
sequent to November 30, 1970.

The operating profit from manufacturing operations in 1970 declined from
the prior year due to rising manufacturing costs, the provision for the
employees' discretionary bonus which was discontinued for 1969, and an
increase in administrative expenses. In addition, investment revenues
declined in 1970 as compared to the prior year, due to the discontinua-
tion of cash dividends from a major security in the investment portfolio.

The decline in sales during 1971 was due primarily to the general economic
downturn and the discontinuatio'n of an operating division in.July, 1970.
The decrease in earnings before extraordinary items is a result of the
sales decline and is partially offset by increased realized gains on sales
of investments.

The improved profits fron manufacturing in 1972 .reflect profit improvement
by all divisions. A conibination of aggressive cost/benefit and value
engineering programs, and overhead expense reduction resulted in capture
of the profit enhancement opportunity afforded by increased sales. New
inter-divisional marketing and operational programs also contributed to
1972 results.
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"-ITKM PROPERTY 14.
The principal plants operated by Golconda Corporation arc listed

below with their, location, square footage, and the principal productr,
manufactured at each location.

Division Location

Acreage
Floor Area (Where
(Square Feet) Appl.)

RegO Chicago,
Illinois

Anderson Alsip,
• Illinois

330,000

30,000

Bastian- Grand Haven, 315,000
Blessing Michigan

19.2

3.3

17.8

Pioneer Chicago,
Astro Illinois

96,000

Principal
Products

Valves & controls

Brass fittings

Food service.equip.

Precision machining

Own cd
or Leased

Owned
(1)

Owned

Owned

Leased
(2)

('!) See Note 3 of Motes to Financial Statements concerning a
mortgage on this plant.

(2) The plant and adjacent land are leased for an annual rental
of $72,600, plus taxss and insurance (totaling $30,000
in 1972) for a psricd of five years ending September 30, 1977.

RegO Division operations are conducted in six adjacent buildings.
Manufacturing operations are conducted in a single story brick
structure. Two of the remaining five buildings, which are used for
storage and warehousing of raw material, semi-finished and finished
parts, are of brick construction, and three are metal frame. In
total, 200,000 square feet are utilized for manufacturing, 50,000
square feet for divisional and corporate.office space, and 80,000
square feet are used for-storage and warehousing. Manufacturing
machinery and equipment consists of light to medium, metal cutting
and processing equipment ov/ned by the company. Normal utilization
of plant capacity is estimated at 80S of the. 90% practical
capacity. Practical capacity is defined as the realizable utilization
of rated capacity.

Anderson Copper and Brass Division's manufacturing facilities
consist of a two year old one-story expandable concrete and steel
building. Space is divided into 28,000 square feet for manu-
facturing and related facilities and 2,000 square feet for
office functions. Normal operations are at 9*0% of capacity.

Bastian-Blessing
one story brick build
60,000 square feet of
Approximately 50,000
housing of invsntorie
12,000 square feat is
and components. Manu
sheet metal fabricati
normally operates at
to seasonal fluctuiti
expected to average 8
volume levels.

Division's manufacturing facilities consist of a
ir.g which also incorporates approximately
space housed in steel strand construction,
squars feet of the facility are devoted to v/are-
s, and a separate brick structure of approximately
used for storing and staging finished assemblies
facturing equipment consists of general purpose
en equipment owned by the company. The plant
batvsen 70% and 1005 of manned capacity subject
ons in its order delivery schedule and may be
5% of normal manner capacity overall at present
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Pioneer Astro Division conducts its manufacturing operations in a
single one story brie!-; structure. Approximately 2,000 square Ccet
of area are utilized for warehousing of raw and finished products.
All of its manafacturincj equipment falls into the category of standard
and specialized precision n;etiil v;o.cking machinery. Current
utilization of Pioneer's facilities is approximately 553.

Golconda ov;ns all of the significant machinery and equipment used
in its operations ar.d considers that its plants and equipment whether
owned or leased, are •••••ell maintained, adequately insured, and v/ith
normal additions and inprovenents, adequate for its present and
foreseeable requirements.

Golconda Corporation owns approximately 2,500 acres of undeveloped
mineral properties in the silver bearing Coeur d'Alene District of
Idaho. The coir.pany also OV.T.S an assortment of buildings, sheds, and
other pieces of apparatus connected v/ith discontinued operations of
the Golconda mine-, closed in 1957 due to exhaustion of known ore
reserves and low metal prices. These structures do not constitute
substantial caoital orocerties.

f..

\
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ITEM 4 . PARENTS AND SUBSIDIARIES

All of the subsidiaries considered in. the aggregate as a single
subsidiary would not constitute a significant subsidiary.

ITEM 5 " PENDING LEGAL PROCEEDINGS

There are no pending material legal proceedings, other than
ordinary routine litigation incidental to the business to which the
company or any of its subsidiaries has become a party or of which
any of their property has become the subject.
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ITEM G INCREASES AND DECREASES IN OUTSTANDING EQUITY SECURITIES

(A) Cumulative Convertible Preferred Stock (Par value $1.00 per
share) -4

Description of
Transaction

Balance -
December 1,1971

Purchase of Shares
by Company

Conversion to
Common Shares

Balance -
November 30,v1972

Date of
Transaction

Increase (Decrease) Amount
in Number ' Outstanding

6/1/72 to
11/30/72

4/11/72

(10,964)

( 105)

401,273

390/309

390,204

390,204

(1) Exclusive of treasury shares (none at December 1,
1971 and 1972. The 10,964 shares purchased
during the year by the company were retired.

(B) Common Stock (no par value)

Descriptions of
Transaction

Balance -
December 1, 1971

Conversion of
Preferred Stock
to Common Shares

Conversion of 7%
Debentures to
common stock

Balance -
November 30, 1972

Date of
Transaction

Increase (Decrease) Amount
in Number Outstanding

2,784,375

4/11/72

12/1/71

157

93

2,784,532

2,784,625

2,784,625

(1) Exclusive of treasury shares (71,250 at December 1, 1971
and November 30, 1972).

(C) 7% Convertible Subordinated Debentures due January 1, 1990

Description of
Transaction

Balance -
December 1, 1971

Conversion to
comnioii - LwCk

Date of
Transaction

12/1/71

Purchased by Cor.panv 6/1/72 to
." 11/30/72

•

Balance - Nover.bsr 30, 1972

Increase (Decrease) 'Amount
in Number Outstanding

(1,000)

(260,000)

4,950,000

4,949,000

4,689,000

4,689,000
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ITEM G Continued '

(D) Warrants to Purchase Common Stock (J $14.51 per share
expiring January 15, 1979 .. - -—»—— '

Description of Date of Increase (Decrease) Amount •
Transaction Transaction in Number Outstanding (

Balance -
December 1, 1971 292,467

Balance -
November 30, 1972 ; 292,467

(1) Exercisable from January 15, 1969, expiring'January 15/ 1979.
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SECURITIES AND EXCHANGE COMMISSION

Washington, D.C. 20549

FORM 10-K

ANNUAL REPORT

Pursuant to Section 13 or 15(d) of the

Securities Exchange Act of 1934

For the Year Ended
December 31, 1974 Commission File No. 811-1342-3

GOLCONDA CORPORATION ^
(Exact name of registrant as specified in its charter)

Idaho 82-0122540
(State or other jurisdiction of (I.R.S. Employer
incorporation or organization) Identification No.)

4201 West Peterson Avenue, Chicago, Illinois 60646
(Address of principal executive offices) (Zip Code)

Registrant's telephone number, including area code (312) 685-0600

Securities registered pursuant to Section 12 (b) of the Act:

Title of Each Class Name of Each Exchange on Which Registered

$1.00 Cumulative Pacific Coast Stock Exchange
Convertible Preferred
Stock

Common Stock Pacific Coast Stock Exchange
Spokane Stock Exchange
Intermountain Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Title of Class

7% Convertible Subordinated Debentures Due January 1, 1990

Indicate by check mark whether the registrant (1) has filed all
annual, quarterly and other reports required to be filed with the
Commission, (2) has been subject to the filing requirements for
at least the past ninety (90) days.

Yes X

No

. .
OFF-SITE STORAGE
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Item I HISTORY AND BUSINESS

The business of the Company consists of two principal clas-
sifications: (i) the manufacturing and marketing of valves, fittings,
regulators and other controls for pressurized gases and the engineer-
ing and manufacturing of precision components and assemblies for use
in aerospace vehicles, military and commercial aircraft, computers,
and a variety of other industrial and commercial products, and (ii)
the participation through stock ownership and other means in mineral
resources, exploration and development. In February, 1975 the Com-
pany sold its division which was engaged in the design, manufacturing
and marketing of modular and custom kitchen, cafeteria, and restaurant
equipment for commercial and industrial feeding operations.

The Company was incorporated in 1927 in the State of Idaho as
Golconda Lead Mines. From 1928 until 1957 it operated a mine and a
flotation mill located in the Coeur d'Alene Mining District of Idaho.
In 1957 the combination of declining metal prices, rising costs, and
the exhaustion of the then known ore reserves resulted in the closing
of the mine. The mill treated ores of other mines on a contract
basis until 1960. The name of the Company was changed in 1962 to
Golconda Mining Corporation.

In 1957 the Company began a program of acquiring mining compan-
ies and properties in the vicinity of the Osburn Fault between
Wallace and Mullan, Idaho, an area known as the Golconda Area. As
a result of its holdings and securities in other mining companies,
it came within the definition of an investment company as that term
is defined in the Investment Company Act of 1940. In February, 1966
the Company's registration as a non-diversified closed-end management
investment company under that Act became effective. It continued as
such until March, 1971 when it was deregistered following a change
in the nature of its business which occurred when Astro Controls,
Inc. was merged into the Company on September 15, 1970 at which time
the name of the Company was changed to Golconda Corporation, its
present title.

Astro Controls, Inc. was organized under Delaware law on May 6,
1969, pursuant to an Agreement of Consolidation among Pioneer-Astro
Industries, Inc., an Illinois corporation organized on April 27,
1946 and The Bastian-Blessing Company, an Illinois corporation
organized on May 9, 1908.

Controls and Related Equipment

Through its RegO Division, the Company designs, develops, manu-
factures and markets: (a) pressure regulators, valves and other
control equipment for LP-gas and anhydrous ammonia; (b) pressure
regulators, cylinder valves, manifolds and other control equipment
for atmospheric and other compressed, liquefied and dissolved gases;
(c) gas welding and cutting equipment; (d) medical oxygen and
chemical equipment; (e) electric welding products; (f) pneumatic
control devices for the fluid power industry; and (g) cylinder
val-ves and regulators for self-contained breathing apparatus. A
common characteristic of RegO Division products is the control or
regulation of the flow of gases either into or out of containers
in which the gases are stored, or into piping systems. RegO products
are designed for a wide variety of gases and temperature and pressure
extremes. Products for use with Ci'^o^etiiw y^-- . ~ Acquired to
withstand temperatures as low as minus 320° F. Depending on the
application, RegO equipment is designed to regulate pressures from
a few ounces to 10.,000 pounds per square inch.

RegO Division products are sold nation-wide and, to a limited
extent, abroad. These sales are made by a combination of twelve
fulltime RegO salesmen, and three hundred and eleven distributors locatod
primarily in the United States and some abroad. RegO nlso distributes
a substantial number of catalogs to LP-gas marketers and anhydrous
ammonia dealers throughout the country. In 1974, the largest customer
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of this Division accounted for 10% of its sales and its five largest
customers accounted for about 38% of its sales.

Through its Anderson Copper and Brass Division (Anderson), the
Company manufactures and markets a line of fittings for use with
copper tubing. Included in the product line are flared fittings,
compression fittings, inverted flare, double compression and brass
pipe fittings, as well as garden hose and air hose fittings. A
catalog of standard items is issued, but orders are solicited for
special items of a related nature. Designed for use with a variety
of gases and liquids, the primary application is in the plumbing
industry.

The Anderson Division manufacturing operations, located in
Alsip, Illinois, consist primarily of screw machine and chucking
machine operations, the raw material being exclusively brass rod
and brass forgings. The Division purchases other components, such
as valves and tubing tools, and offers them for sale to its customers
also.

Brass fittings manufactured by the Anderson Division are sold on
a nation-wide basis by twenty-four manufacturer's agents who service
approximately eight hundred accounts. A limited amount of sales are
abroad. In 1974, the largest customer of the Division accounted for
8% of its sales and its five largest customers accounted for about
30% of its sales.

Historically, the RegO Division has sold LP-gas and ammonia
control products in the Northeastern quadrant of the United States
on a direct basis. In the balance of the country, distributors
have been utilized. In 1973, the concept of the RegO Distribution
Center (RDC), a new division, was adopted to bring a full-line
inventory of RegO products, Rochester gauges, selected Anderson
Copper and Brass fittings and other LP-market related products in-
cluding pumps, hose, paint, etc., on a resale basis closer to the
end user through off-the-shelf delivery direct from Golconda. Two
centers are in operation. One is in Chicago adjacent to RegO manu-
facturing facilities headquarters, housing some $1,000,000 worth
of products. The other (RDC II) is in Upper Saddle River, N.J.,
and provides 24-hour warehouse delivery service from its one-half
million dollar inventory to the New England and Middle Atlantic states,

Through its Pioneer Astro Industries Division, the Company is
engaged in the engineering and manufacture of precision and ultra-
precision components and assemblies or subassemblies for direct use
in space optics and laser equipment, missiles, space vehicles, fire
control equipment, ground support devices, radar and tracking de-
vices, other products associated with national defense, commercial
aircraft, computers, vehicles and other industrial and commercial
products. Products include: (a) gear box housing and covers for
jet engines; (b) housing and frames for inertial guidance equipment;
(c) shafts, rotors, and drive plates for air bearings; (d) stator
torque tubes; (e) inner cylinders for commercial aircraft; (f) gear
boxes for atomic submarines; (g) war heads for two classified mis-
sile projects; (h) beryllium housing, discs, head plates and lens
cells for NASA; and (i) frames and supports for computers. The
Division has sought to expand its sales of products which are not
military/aerospace oriented. The acquisition in 1972 of a line of
needle and flow valves for the fluid power market and the establish-
ment during 1973 of the capability to manufacture pressure gauges
for use primarily by the RegO Division wA.IJ ..p.nable Pinnoor to further
limit the military/aerospace dependency. In 1974, the largest cus-
tomer of the Division accounted for 15% of its sales and its five
largest customers accounted for about 47% of its sales.

All of the sales of Pioneer Astro Division for Government end
use are pursuant to fixed price contracts. The Renegotiation Act
of 1951, as amended, makes subject to renegotiations by the Govern-
ment all profits realized under Government contracts. Approximately
68% of Pioneer's sales in 1974 were subject to renegotiation.
Pioneer does not anticipate an adjustment of profits from renegotiable
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sales for the year, but it cannot offer any assurance as to the
outcome of renegotiation proceedings.

Golconda Metals Division was created in 1973 to recycle brass
scrap (from the RegO, Pioneer and Anderson Divisions) into machining
rod and forgings. Those products are used by the Divisions in manu-
facturing their products. The quality of product produced has been
proven by independent laboratory tests. The Division has experienced
substantial difficulties in attaining satisfactory levels of pro-
duction. This had the effect of adversely affecting earnings during
1974. Efforts are still underway to correct the situation. The
Division is presently in partial production on forgings and aluminum
die castings .

The Division uses an automatic cored forging process developed
in England. The purpose is to produce less scrap, increase produc-
tivity, reduce tooling costs, and cut shipping and material handling
costs. These objectives, however, have not yet been fully realized.

Mining Activities and Investments

Through its Golconda Mining Division, the Company is engaged in
mineral exploration and developments through capital stock holdings
in affiliated companies and operating lease agreements with affiliates
for the exploration and development of certain properties. The Divi-
sion has not engaged in direct mining, milling, or exploration work
since 1960. The Division is headquartered in Wallace, Idaho, in
what is known as the Coeur d'Alene District. During the year,
Golconda disposed of its entire holdings of the shares of Hecla
Mining Company.

Golconda owns 54% of Alice Consolidated Mines, Inc., a company
owning 1,109 acres of mining property to be explored with Hecla
under an operating lease agreement. By the terms of the lease,
Hecla will perform specified exploration and development work in
the area. If exploration proves successful, by terms of an agree-
ment dated April 3, 1970, Golconda will share 20% of the pre-
production costs of development, and receive 20% of the net profits,
if any, from Hecla's operation of the exploration. After Hecla and
Golconda have recovered their respective shares of pre-production
costs, net profits from operations will be divided as follows: 50%
to Alice Consolidated, 40% to Hecla and 10% to Golconda. Some ex-
ploration has taken place, but no significant developments have
occurred. Golconda's share of pre-development costs are expected
to total $200,000 over a five-year period, and to commence in 1975.

Competition

Golconda Corporation is subject to intense competition from a
large number of firms in each of the fields in which it is engaged.
Competition varies from older and larger firms having greater fi-
nancial resources than Golconda to small local and regional competitors
which have advantages deriving from proximity to local markets. RegO
Division's principal market is the LP-gas industry, and RegO is a
significant supplier of LP-gas equipment. There are many large and
small machine shop and machine tool firms competing with the Pioneer
Astro Division for available business. In addition, major defense
and aerospace firms are competing for business which may have
formerly gone to the small f ii.ms . The principal La^^i. &rr__-l...,
Golconda Mining Corporation's business is the price of silver in
the world and domestic markets. Development of the mining property
interests held by Golconda will be primarily influenced by increases
in the price of silver.
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Backlog

As of December 31, 1974, the Company's backlog of orders totaled
$9,570,000, substantially all of which is expected to be filled in
1975. At November 30, 1973, the end of the prior fiscal year, back-
log amounted to $15,251,000. Backlog amounts are not necessarily
indicative of sales for subsequent periods.

Materials

The Company's manufacturing activities obtain their materials
and components from commercial sources. During 1974, Golconda exper-
ienced basic material problems resulting from shortages in the economy.
Added costs were incurred to obtain materials and insure availability.

In the case of the mining part of the business, the discovery of
silver ore bodies on its related properties would obviously be of
benefit to the value of the Company's holdings of land and mining
securities, but since the Company does not at the present time operate
any mines, it is not to that extent dependent upon the discovery of
ore bodies and the available supply of silver.

Research and Development

The dollar amount of expenditures during the last fiscal year
relating to the development of new products or the improvements of
existing products was not material.

Number of Employees

The Company has approximately 1,075 full-time employees, of which
60 are in executive and managerial positions, 100 are engaged in pro-
fessional, administrative and sales work, 115 are office and clerical
and the remaining balance of 800 consists of factory, warehouse and
other production-related personnel.

Energy Shortage

The energy shortage through its effect on materials suppliers had
an adverse impact upon the Company's manufacturing operations and its
sales and customer orders. To the extent that a pronounced long-term
shortage adversely affects the economy in general and/or sales of LP-
gas in particular, its impact upon the Company's operations could be
significant. The extent, if any, to which manufacturing operations
will have to be curtailed will depend on the severity of the shortage
and the manner in which fuel is allocated to the various sectors of
the economy.

Environmental Matters

The Company is subject to environmental regulation by federal,
state and local authorities. There are no known material expenditures
required of the Company for pollution control equipment under appli-
cable environmental laws, for any of our long-standing operating
divisions. The establishment of the Golconda Metals Division in 1973
required expenditures for pollution control. The Division has instal-
led equipment which it is believed meets or exceeds known federal,
state or local standards.

Line of Business Information

Golconda's continuing manufacturing operations are and have
been for the last five years, engaged in only one line of business—
the production and sale of controls and related equipment.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENTS OF EARNINGS, RETAINED
EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of earnings, retained earnings and
additional contributed capital for the years ended November 30, 1973 and
December 31, 1974 have been examined by independent certified public ac-
countants whose reports are included elsewhere herein. In the opinion of
management, the consolidated statements of earnings, retained earnings and
additional contributed capital for the three years ended November 30, 1972
include all adjustments (consisting of normal recurring accruals) necessary
to a fair presentation of such statements.

CONSOLIDATED STATEMENT OF EARNINGS
(In thousands except

(Not
Net sales from manufactur-

ing operations (B) (F)
Cost of goods sold
Gross profit from manu-
facturing operations

Selling, general and
administrative expenses

Interest expense
Other income - net

Profit from continuing
manufacturing operations

Investment (D)
Earnings from continuing
operations before income
taxes

Income taxes (E)
Current
De f erred -pro vis ion
(benefit)

Earnings from continuing
operations

Discontinued operations (B) (F)
Earnings (loss) from
discontinued operations
Income taxes (benefit)

(Loss) on sale of Bastian-
Blessing Division:
Applicable to net assets
of division (less appli-
cable income taxes of
$950)

Applicable to goodwill
written off (no tax
benefit)

Earnings before extraordinary
items

Extraordinary items (net
of Federal income taxes) (F)

Net Income (Loss)

Weighted average shares
outstanding (G) :

Common

Common and Common
Eauivalent

1970 (C)
covered

$29,282
22,507

6,775

5,333
1,158
( 251)

6,240

535
220

755

352

( 30)
322

433

1,012
513
499

499

932

( 995)

$( 63)

2,771

per share data)

Fiscal Year
November 30 ,

1971 1972

Ended

1973
Dec. 31,
1974 (A)

by auditors' report)

$24,837 $29,554 $36,196
18,190 21,984 26,314

6,647 7,570

4,727 4,641
1,117 994
( 609) ( 577)

5,235 5,058

1,412 2,512
458 483

1,870 2,995

536 966

152 316
688 1,282

1,182 1,713

( 405) ( 13)
(166) ( 6)
( 239) ( 7)

(239) ( 7)

943 1,706

( 52)

$ 891 $ 1,706

2,785 2,785

9,882

6,027
923

( 425)

6,525

3,357
1.668

5,025

1,416

505
1/921

3,104

166
69
97

97

3,201

$ 3,201

LS

2,785

3,365

$34,800
27,397

7,403

6,402
1,274
( 943)

6,733

670
10,266

10,936

1,670

1.763
3,433

7,503

507
259
248

( 950)

(1,240)

(1,942)

5,561

$ 5,561

000025
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Fiscal Year Ended

Primary Earnings Per Share:
From Continuing Operations

Manufacturing
Inves tments

Discontinued Operations

Less: preferred
dividend requirement

Earnings before extraordinary
items

Extraordinary items

Net income (loss)

Fully Diluted Earnings

Dividend per common share (H)$ .12

iy

$

r

(

$<

$(

$

70 (CJ-

.09

.07

.16

.18

.34

.17

.17

.36)

.19)

.19)

.12

November 30 ,
• 1971

$ .29
.13

( .08)
.34

.15

.19

( .02)

$ .17

$ .17

$ -

1972

$ .49
.12

.61

.14

.47

$ .47

$ .47

$ -

1973

$ .57
.35
.92
.03
.95

.95

$ .95

$ .89

$ -

Doc. 31,
1974

$ .14
2.09
2.23

( .57)
1.66

1.66

$ 1.66

$ 1.52

$

(A)

Note: See Note 2 of Notes to Consolidated Financial Statements.

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUDSIDIARIES
NOTES TO CONSOLIDATE STATEMENTS OF EARNINGS, RETAINED

EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL ~

(A) Change of Fiscal Year

During 1974 Golconda changed its fiscal year end to
December 31 to conform to the year end of its parent com-
pany—Cerro Corporation. December, 1973 operating results,
net of taxes of $47,000 have been credited directly to
retained earnings and are summarized below:

Net Sales
Continuing Operations $ 2,216
Discontinued Operations 1,075

$ 3,291

Net Earnings (Loss)
Continuing Operations
Manufacturing $( 67)
Investments 382

315
Discontinued Operations ( 36)

$ 279

(B) Sale of Bastian-Blessing Division

On February 13, 1975 Golconda entered into an agreement to
sell the Bastian-Blessing (B-B) Division for cash. Total pro-
ceeds are estimated at $4,660,000. A reserve was provided for a
loss of $950,000 (net of tax benefit of $950,000) on the dis-
position of net assets and $1,240,000 on the write-off of
goodwill applicable to B-B. This transaction is reflected in
the financial statements for the year ended December 31, 1974.

The accompanying Consolidated Statement of Earnings for the
fiscal years ended November 30, 1970 through 1973 have been
restated to present B-B's operating results as discontinued
operations consistent with 1974. The following table shows
the impact of the restatement on previously reported net sales
(in thousands):

YEAR ENDED NOVEMBER 30,
1970 1971 1972 1973

As originally reported $45,865 $40,484 $46,449 $53,568

Less: Discontinued
Operations 16,583 15,647 16,895 17,372

As per the accompany-
ing Consolidated
Statement of Earnings $29,282 $24,837 $29,554 $36,196

In determining earnings (loss) from discontinued operations,
B-B was charged with a portion of corporate administrative
expenses which are relatable to B-B and which are not expected
to -•-'-•'- ™H with interest expense which would have been
eliminated and/or earned through the use of the proceeds on
the sale.

(C) Astro Controls, Inc.

Golconda Corporation (formerly Golconda Mining Corporation) ac-
quired all of the outstanding stock of Astro Controls, Inc.
(Astro), effective September 15, 1970 and has accounted for the
transaction on n pooling-of-interest basis. The Consolidated
Statement of Earnings combines the results of operations of
Golconda Mining Corporation (Golconda) for the eleven months
ended November 30, 1970 with those of Astro for the twelve
months then endod. The results oC operations of Golconda for
the month of nocomber, 19f><), excluded in the year ended
November 30, l')7l), wi-ru i n:; i <|ii H i r.mt .
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(D) Investment Operations

Effective December 1, 1970, Golconda with the recommendation
of its independent public accountants, revised its method of
recognizing gains or losses on sales of its investments in
securities from the specific identification cost method to the
average cost method. The average cost method provides for the
determination of gains and losses on a uniform cost basis as
compared to the company's former method of using specific iden-
tification for the determination of the cost basis of securities
sold. The effect of the change on net earnings for 1971 was an
increase of $214,000 ($.08 per common share). The effect of the
change in 1970 would be to decrease net earnings $30,000 ($.01
per common share). Because the change in method did not
materially affect the aggregate cost of the securities held at
December 1, 1970, but pertains to the determination of the cost
of securities sold, the change has no material cumulative effect,
(See Note 3 of Notes to Consolidated Financial Statements.)

(E) Income Taxes

Golconda1s effective tax rates for earnings from continuing
operations are different than the Federal statutory rates. The
following table analyzes these differences:

Statutory rates -
Federal

1970

49.6

1971 1972 1973

Impact of capital
gains rates on
investment income ( 3.8)

Investment tax
credits and profits
of Domestic Inter-
national Sales
Corporation

State taxes and
other

4 8 . 0 % 4 8 . 0 % 4 8 . 0 %

( 4 . 8 ) ( 3.3) ( 6 .2 ) (17.2)

( 1.0) ( 1.8) ( 4 . 9 ) ( 1.8)

( 5 .4) ( J.) 1.3

3 6 . 8 % 4 2 . 8 % 38 .2%

Tax law allows or requires the determination of taxable income
in a manner different from generally accepted accounting princi-
ples. The table below reconciles earnings of continuing oper-
ations per the accompanying financial statement to currently
payable taxes (computed at each years' effective tax rate).

•N.
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11
(in thousands)

1970 1971 197T 1973 T9"7?

Income from continuing
operations before in-
come taxes - $ 755 $1,870 $2,995 $5,025 $10,936
Investment earnings
not currently tax-
able due to use of
installment sales
tax treatment (1974)
and specific identi-
fication costing 30 ( 306) ( 610) ( 529) ( 6,709)

Excess of tax over
book depreciation ( 49) ( 120) ( 226) ( 310) ( 308)
Commissions on Domes-
tic International
Sales Corporation - - ( 105) ( 195) 195
Reserves not currently
deductible for tax
purposes—primarily
related to inventory - - 900

Other 88_ 13_ 203 ( 284) 304

Current taxable
income $ 824 $1.457 $2.257 $3.707 $ 5,318

Current income tax
provision $ 352 $ 536 $ 966 $1,416 $ 1,670

The provision for income taxes consists of:

(in thousands)
1970 1971 1972 1973 1974

Current
Federal $( 291) $ 337 $ 892 $1,316 $ 1,818
State 124 33 68 169 111

Deferred ( 30) 104 316 505 813

$( 197) $ 474 $1,276 $1,990 $ 2,742

Allocated to:

Continuing operations $ 322 $ 688 $1,282 $1,921 $ 3,433

Discontinued opera-
tions 513 ( 166) (6) 69 ( 691)

Extraordinary items (1,032) ( 48) - - -.

$( 197) $ 474 $1,276 $1,990 $ 2,742

( ) = Benefit

See also Noi-p 1 to No*-«»c t-r> Consolidated Financial Statements.
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(F) Extraordinary Items

Extraordinary items consist of the following:

(in thousands)
I570~ 1971

Loss on Liquidation of
Paris, 111. plant S 2,027 $

Provision for settlement'
of lawsuit related to
products of Paris, 111. - loo

2,027 100"
Tax Benefit (1,032)

Net Extraordinary Loss $ 995 $ _ 52

Golconda discontinued operations of its Paris, Illinois manu-
facturing plant in 1970. However, since operating results
were not significant, the consolidated statement of earnings for
1970 was not restated to treat results of operations as an
extraordinary item.

In accordance with the provisions of Accounting Principles
Board Opinion 30, effective October, 1973, the above items
would have been charged to continuing operations. However,
Opinion 30 prohibits restating prior year financial statements
for conformity. Had the 1970 and 1971 statements of consolidated
operations been restated, earnings from continuing operations
would have been reduced by the respective amounts above.

(G) Earnings Per Share

Primary earnings per share for the fiscal years 1970 through
1972 are based on the weighted average number of common shares
outstanding during each period. Primary earnings per share for
fiscal 1973 and calendar year 1974 were computed by dividing
net earnings by the average number of common and common equiva-
lent (preferred stock) shares outstanding. For the years 1973
and 1974, such preferred stock had a dilutive effect on earnings
per share, whereas such stock had an anti-dilutive effect for
the years prior to 1973. (See Note 2 of Notes to Financial
Statements.)

The preferred dividends paid and deducted in arriving at
earnings available for common shares in 1970, 1971, and 1972
were $455,000, $413,000 and $399,000, respectively.

(H) Dividends

Dividends per common share are those paid by Golconda Corpor-
ation only and do not reflect the dividend policies of Astro
Controls, Inc. prior to its merger with Golconda.
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MANAGEMENT ANALYSIS OF VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing

In 1970, sales declined by approximately 6% due to the shutdown
in the third quarter of the Paris division. However, earnings declined
more severely due to a one-time discretionary bonus paid to all
employees, inability to pass along increased manufacturing costs at
the RegO division, higher salaries to administrative personnel and
consulting fees.

There was a 15% sales drop in 1971 caused by the full year impact
of the shutdown of the Paris division and reduced sales to two RegO
contract customers. Earnings increased from 1970 reflecting the
impact of higher sales prices at the RegO division and reduced admin-
istrative expenses.

Sales increased 19% in 1972, of which the acquisition of Anderson
Copper and Brass (Anderson) division in mid-year accounts for 5% and
the balance is from sharply higher sales at RegO division. Earnings
increased by 46% due to higher sales, cost control programs and re-
duced interest expense.

Sales rose by 22% in 1973, 8% of which is the full year impact
of Anderson, and continued growth of the RegO division. Earnings
increased by 24% due to higher sales and improved gross profit margins
from reduced manufacturing costs. Operating expenses increased sub-
stantially due to higher selling expenses and commissions on increased
sales, the full year impact of Anderson, costs for new computer appli-
cations and services from an outside service bureau and an incentive
bonus plan.

Net sales decreased 4% in 1974; however, the volume decline was
much steeper as the company was partially able to offset lost volume
by increased prices. The lower volume is principally attributable to
the depressed conditions in the liquid petroleum gas industry. Earn-
ings were severely impacted by the reduced volume, start-up problems
at the new Golconda Metals division (GMD) and by reserves provided to
protect against losses on receivables, inventories and the sale of
certain equipment. The reserves were considered appropriate in the
depressed general economic conditions and the particularly hard hit
liquid petroleum gas industry. Start-up of GMD results in increases
in operating expenses such as maintenance and repairs, depreciation
and real estate taxes on the new plant. Increased interest expense
reflects the cost of financing working capital requirements at RegO
and GMD. Higher amounts of other income are due to interest earned
on a note received from Cerro Corporation on the sale of Hecla stock.

Investments

Investment earnings fell in 1970 when Hecla Mining Company dis-
continued its cash dividend. Earnings in subsequent years reflect
sales of Hecla common stock at market prices in the applicable years.
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ITEM 3 PROPERTY 11

The principal plants operated by Golconda Corporation are listed
below with their location, square footage, and the principal products
manufactured at each location.

Acreage
Floor Area (Where Principal

Division Location (Square Feet) Appl.) Products

RegO

RDC

Pioneer
Astro

Chicago,
Illinois

Upper
Saddle
River, N.J.
& Chicago,
Illinois

Chicago,
Illinois

Anderson Alsip,
Illinois

Golconda Alsip,
Metals Illinois

Corporate Alsip,
Illinois

347,000

9,000

93,000

29,000

25,000

19.2 Valves &
Controls

Distribu-
tion Center

Precision
Machining

1.7 Brass
Fittings

1.6 Brass
Forgings

5.4 Vacant
Land

Owned
or Leased

Owned (1)

Leased (2)

Leased (3)

Owned

Owned

Owned

(1) See Note 5 of Notes to Financial Statements concerning
a mortgage on this plant.

(2) Comprised of two structures, one owned and located in
Chicago, Illinois adjacent to the RegO Division manufac-
turing facilities; and the other leased and located in
Upper Saddle River, New Jersey for an annual rental of
$33,000.

(3) The plant and adjacent land are leased for an annual
rental of $72,600, plus taxes and insurance (totaling
$30,000 in 1973) for a period of five years ending
September 30, 1977.

RegO Division operations are conducted in seven adjacent build-
ings. Manufacturing operations are conducted in a single story brick
structure. Two of the remaining six buildings, which are used for
storage and warehousing of raw material, semi-finished and finished
parts, are of brick construction, and four are metal frame. In total,
243,000 square feet are utilized for manufacturing, 34,000 square feet
for divisional and corporate office space, and 70,000 square feet are
used for storage and warehousing. Manufacturing machinery and equip-
ment consists of light to medium metal cutting and processing equipment
owned by the Company. Normal utilization of plant capacity is esti-
mated at 90% of the 90% practical capacity. Practical capacity is
defined as the realizable utilization of rated capacity.

Pioneer Astro Division conducts its manufacturing operations in a
single one-story brick structure. Approximately 54,000 square feet are
utilized for manufacturing, 21,000 square feet for warehousing and stor-
age and 18,000 square feet for office spr"~ W1 ~f ;4-~ mr»nufacturing
equipment falls into the category of standard and specialized precision
metal working machinery. Current utilization of Pioneer's facilities
is approximately 70%.

Anderson Copper and Brass Division's manufacturing facilities con-
sist of a one-story expandable concrete and steel building. Space is
divided into 27,000 square foot for manufacturing and related facilities
and 2,000 square feet for office functions. Normal operations arc at
75% of capacity.

Golconda Metals Division's facility consists of ono pro-fabricated
concrete sincjlo story structure. Space is divided into 23,000 square
foot for manufacturi nq anil 2,000 for administrative and office functions,
Opi'ra I ions ;iro at '.'.0V, of pl.inin-d tM|Mcily.
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Golconda owns all of the significant machinery and equipment
used in its operations and considers that its plants and equipment,
whether owned or leased, are well maintained, adequately insured, and
with normal additions and improvements, adequate for its present and
foreseeable requirements.

Golconda Corporation owns or controls through stock interests
approximately 2,500 acres of undeveloped mineral properties in the
silver bearing Coeur d'Alene District of Idaho. The Company also
owns an assortment of buildings, sheds, and other pieces of apparatus
connected with discontinued operations of the Golconda mine closed in
1957 due to exhaustion of known ore reserves and low metal prices.
These structures do not constitute substantial capital properties.

ITEM 4 PARENTS AND SUBSIDIARIES

Parent

Cerro Corporation, a New York corporation, located at 300 Park
Avenue, New York, New York 10022, owns 85% of the outstanding voting
stock of the registrant and may be deemed to be a parent of Golconda
Corporation.

Subsidiaries

Golconda Corporation has various subsidiaries under various
names, all of which in the aggregate as a single subsidiary would
not constitute a significant subsidiary.

Item 5 PENDING LEGAL PROCEEDINGS

See Note 8 of Notes to Consolidated Financial Statements.

Two complaints have been filed against the Company by the
Me.tropolitan Sanitary District of Greater Chicago alleging that
the Company's Anderson Copper and Brass plant in Alsip, Illinois
and the Company's RegO Division facilities in Chicago have violated
applicable ordinances through discharge of acids and metals into
the Metropolitan Sanitary District sewer system. The complaints
seek to halt the allegedly illegal discharges and other appropriate
relief. The Company believes that these matters can be settled and
compliance demonstrated without any material liability or expense
to the Company.

There are no other pending material legal proceedings, other
than ordinary routine litigation incidental to the business to
which the Company or any of its subsidiaries has become a party or
of which any of their property has become the subject.
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ITEM 6 INCREASES AND DECREASES IN OUTSTANDING EQUITY SECURITIES

(A) Cumulative Convertible Preferred Stock (Par value $1.00 per share)

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding

Balance -
December 1, 1973 383,212

Conversion to
Common Shares April, 1974 ( 55) 383,157

Balance -
December 31, 1974 383,157

(B) Common Stock (No par value)

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding (1)

Balance -
December 1, 1973 2,785,513

Conversion of
Preferred Stock
to Common Shares April, 1974 82 2,785,595

Balance -
December 31, 1974 2,785,595

(1) Exclusive of treasury shares (71,250 at December 1, 1973
and December 31, 1974)

(C) 7% Convertible Subordinated Debentures due January 1, 1990

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding

Balance -
December 1, 1973 4,441,000

Purchased by Company January & (14,000) 4,427,000
December,
1974

Balance -
December 31, 1974 4,427,000

(D) Warrants to Purchase Common Stock @ $14.51 per share
expiring January 15, 1979

Description of Date of Increase (Decrease) Amount
Transaction Transaction in Number Outstanding fD^

Balance -
December 1, 1973 292,467

Balance -
December 31, 1974 292,467

(1) Exercisable from January 15, 1969, expiring January 15, 1979.
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ITEM 7 APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS "^

$1.00 Cumulative Convertible
Preferred Stock, §1.00 par value 650

Common Stock, no par value 1,520

7% Convertible Subordinated
Debentures due January 1, 1990 65°

Warrants expiring January 15, 1979
(each to purchase one share of 4
'common stock at $14.51 per share)

ITEM 8 EXECUTIVE OFFICERS OF THE REGISTRANT

All officers are elected by the board of directors and serve at the
pleasure of the board.

Gordon Paul Smith (58) - Chairman of the Board of Directors (June 27,
1974) previously President and Chief Executive
Officer, Chairman of the Executive Committee,
Vice Chairman of the Board and Director.

Prior to November, 1970, Mr. Smith was a vice president of Booz, Allen
& Hamilton,.Inc., an international management consulting organization.
He became a director of Golconda in September, 1970 and subsequently
was named to the executive committee of the board which he served as
chairman. He was elected president and chief executive officer as of
February 1, 1972.

Richard S. Sloma (45) - President and Chief Executive Officer
(June 27, 1974) previously Executive Vice
President and Chief Operating Officer.
President of 'the RegO Division. Director
and member of executive committee.

Prior to May, 1970, Mr. Sloma was president of ITT's Abrasive Products
Company. He joined the RegO Division of Astro Controls, Inc. in June,
1970 which merged with Golconda in September, 1970 and continued to
serve as such until December, 1971 when he assumed responsibility for
all manufacturing operations of Golconda. He was elected a director
in April, 1972 and named executive vice president, chief operating
officer as of December 1, 1972.

John M. Stogin (45) - Secretary and Vice President-Corporate Counsel

In 1969, Mr. Stogin was vice president-finance of The Bastian-Blessing
Company. That company was consolidated in May, 1969 to form Astro
Controls, Inc. and he then became vice president-legal and finance
and a director of Astro. The latter company was merged with Golconda
in September, 1970 and he continued as vice president-legal and finance
until March, 1971 when he became vice president-corporate counsel for
the company. He was elected to the additional post of secretary in
February, 1972.

Frederick F. Schauder (36) - Vice President-Finance and Treasurer

Mr. Schauder was appointed as a director on September 12, 1974 and -^
vice president-finance and treasurer on March 20, 1975. He is also
vice president and controller of Cerro Corporation's Manufacturing
Group. Prior to joining Cerro in 1973, he spent ten years with
Arthur Andersen & Co.

Charles B. Cranfqrd (37)- Vice President-Controller

Since joining the company in January, 1973 Mr. Cranford has served as
controller of both the corporation and its RegO Division. He was pro-
moted to his present position in January, 1974. Prior to joining
Golconda, he served as division controller and in other accounting
assignments for the AMF Corporation.
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Rocco R. Del Presto (50)- Vice President; President Bastian-Blessing

Division

Since joining the company in August, 1971, Mr. Del Presto has served
in various managerial capacities with the RegO and Bastian-Blessing
Divisions of the company. He was named general manager of the
Bastian-Blessing Division in January, 1972 and was elected a corporate
vice president as of December 1, 1972. Prior to August, 1971, he was
vice president and general manager of ITT's Nesbitt Company ($50,000,000
sales). (This division was sold in February, 1975 and Mr. Del Presto
became an employee of the purchaser.)

Wray Featherstone (62) - Vice President; President Golconda Mining
Corporation. Director.

Mr. Featherstone has almost forty years of experience in the mining
field and is responsible for all of the company's mining activities
in the Wallace, Idaho area.

Richard H. Watson (53) - Vice President-Personnel & Organizational
Planning

Mr. Watson was director of industrial relations in 1969 when The
Bastian-Blessing Company was consolidated into Astro Controls, Inc.
which in September, 1970 merged with Golconda Corporation. He
served as director of industrial relations for those companies until
December 1, 1972 when he was named a corporate vice president respon-
sible for personnel and organizational planning.

Donald V. Ytterberg (48)- Vice President; President Anderson Copper
and Brass Division

Mr. Ytterberg was a vice president of the Anderson Copper and.Brass
Company when it was acquired by Golconda in July, 1972. He was
named a corporate vice president as of December 1, 1972.

ITEM 9 INDEMNIFICATION OF DIRECTORS AND OFFICERS

(a) "Any present or future director or officer, or the executor,
administrator or other legal representative of any such director .or
officer, shall be indemnified by the corporation against reasonable
costs, expenses (exclusive of any amount paid to the corporation in
settlement), judgments, fines, amounts paid in settlement of any
action, suit or proceedings, and counsel fees paid or incurred in
connection with any action, suit or proceeding to which legal repre-
sentative may hereafter be made a party by reason of his being or
having been such director or officer; provided, (1) said action, suit
or proceeding shall be prosecuted against such director or officer or
against his executor, administrator or other legal representative to
final determination, and it shall not be finally adjudged in said
action, suit or proceedings that he had been derelict in the perform-
ance of his duties as such director or officer, or (2) said action,
suit or proceeding shall not be settled or otherwise terminated as
against such director or officer or his executor, administrator or
other legal representative without a final determination on the merits,
and it shall be determined that such director or officer had not in
any substantial way been derelict in the performance of his duties as
charged in such action, suit or proceeding, such determination to be
made by a majority of the members of the board of directors who were
not parties to such action, suit or proceeding, though less than a
quorum, or by any one or more disinterested persons to whom the
question may be referred by the board of directors. For purposes
of the preceding sentence: (a) "action, suit or proceeding" shall
include every action, suit or proceeding, civil, criminal or other;
(b) the right of indemnification conferred thereby shall extend to
any threatened action, suit or proceeding and the failure to institute
it shall be deemed its final determination; (c) the termination of an
action, suit or proceeding by a plea of nolo contendere or other like
plea shall not constitute a final determination on tho merits; (d) a
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judgment of conviction in any criminal action, suit or proceeding
shall not constitute a determination that the person so convicted has
been derelict in the performance of his duties if it is determined by
a majority of the members of the board of directors who were not a
party thereto, though less than a quorum, or by one or more disinter-
ested persons in the manner provided in the preceding sentence that
the person so convicted acted in good faith, for a purpose which he
reasonably believed to be in the best interests of the company and
that he had no reasonable cause to believe that his conduct was un-
lawful; and (e) advances may be made by the company against costs,
expenses and fees as, and upon the terms, determined by the board
of directors. The corporation shall indemnify an employee who is
not an officer to the same extent that it does an officer. The
foregoing right of indemnification shall not be exclusive of any
other rights to which any director or officer may be entitled as a
matter of law or which may be lawfully granted to him; and the in-
demnification hereby granted by the company shall be in addition to
and not in restriction or limitation of any other privilege or power
which the corporation may lawfully exercise with respect to the in-
demnification or reimbursement of directors, officers or employees."
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ITEM 10

GOLCONDA CORPORATION AND SUBSIDIARIES

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

November 30, 1973 and December 31, 1974

PAGE

Reports of Independent Accountants
Price Waterhouse & Co. F-2
Alexander Grant & Company F-3

Financial Statements
Consolidated Balance Sheet F-4 & F-5
Consolidated Statement of Earnings Item 2
Consolidated Statement of Retained Earnings Item 2
Consolidated Statement of Additional
Contributed Capital Item 2

Consolidated Statement of Changes in
Financial Position F-6 & F-7

Notes to Consolidated Financial Statements F-8 to F-15

Schedules

V - Property, Plant and Equipment F-16
VI - Accumulated Depreciation, Depletion F-17

and Amortization of Property, Plant
and Equipment

VII - Intangible Assets, Deferred Research F-18
and Development Expenses, Preoperating
Expenses and Similar Deferrals

XII - Reserves F-19

XVI - Supplementary Income Statement Information F-20

Exhibit I - Calculation of Earnings Per Share F-21 & F-22

Schedules not included above are omitted as either not applicable
or not required or the required information is included in Notes
to Consolidated Financial Statements.

The individual financial statements of the Registrant are omitted
because consolidated financial statements are filed and because
the Registrant is primarily an operating company and all subsi-
diaries included in the consolidated financial statements are
totally-held subsidiaries.
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To the Shareholders and
Board of Directors of

Golconda Corporation

We have examined the consolidated balance sheet of Golconda
Corporation (a subsidiary of Cerro Corporation) and its subsidiaries
as of December 31, 1974 and the related consolidated statements of
earnings, retained earnings, additional contributed capital, appear-
ing elsewhere herein, and changes in financial position and schedules
for the year then ended. Our examination was made in accordance with
generally accepted auditing standards and accordingly included such
tests of the accounting records and such other auditing procedures
as we considered necessary in the circumstances.

In 1973, the accounting profession changed the criteria for
determining the types of items to be reported as extraordinary
items, and accordingly, the company has reflected these changes
in its 1974 consolidated statement of earnings, as described in
Note F to the consolidated statement of earnings.

In our opinion, the consolidated financial statements examined
by us present fairly the financial position of Golconda Corporation
and its subsidiaries at December 31, 1974, the results of their
operations and the changes in financial position for the fiscal
year then ended, in conformity with generally accepted accounting
principles consistently applied during the year except for the
change, with which we concur, referred to in the preceding para-
graph.

The consolidated financial statements of Golconda Corporation
and its subsidiaries for the fiscal year ended November 30, 1973
were examined by other independent accountants.

Price Waterhouse & Co.

Chicago, Illinois
February 27, 1975, except as

to Note 10, which is as of
March 14, 1975
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AUDITORS ' REPORT

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sheet of
Golconda Corporation and Subsidiaries as of November 30, 1973 and
the related consolidated statements of earnings, retained earnings,
additional contributed capital and changes in financial position
for the year then ended. Our examination was made in accordance
with generally accepted auditing standards and accordingly included
such tests of the accounting records and such other auditing proce-
dures as we considered necessary in the circumstances.

In our opinion, the financial statements referred to above
present fairly the consolidated financial position of Golconda Cor-
poration and Subsidiaries as of November 30, 1973 and the consolidated
results of their operations and changes in their financial position
for the year then ended, in conformity with generally accepted ac-
counting principles applied on a basis consistent with that of the
preceding year.

We have also examined Schedules V, VI, VII, XII and XVI
which are included in this report for the year ended November 30,
1973 and in our opinion, these schedules present fairly the infor-
mation required to be set forth therein.

Alexander Grant & Company

Chicago, Illinois
December 31, 1973, except as to
Notes B and 9 for which the
date is February 13, 1975.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED BALANCE SHEET

November 30, 1973 and December 31, 1974

ASSETS

CURRENT ASSETS

Cash

Certificates of Deposit

Notes and Accounts Receivable less allowance
for doubtful receivables (1973 - $81,000;
1974 - $268,000) (Schedule XII)

Note receivable from Cerro Corporation,
including interest (Note 3)

Inventories (Note 1) (Schedule XII)

Prepaid expenses and sundry deposits

Net Assets of Division Sold (Notes 9 and B)

Total current assets

1973

$ 479,000

750,000

8,913,000

19,714,000

189,000

30,045,000

1974

$ 1,827,000

5,556,000

9,242,000

17,518,000

82,000

4,660,000

38,885,000

INVESTMENTS - AT COST less reserve of
$175,000 at December 31, 1974 for market
decline (Notes 1 and 3)

PROPERTY, PLANT AND EQUIPMENT - AT COST
(Notes 1 and 5) (Schedules V & VI)
Buildings and Improvements

Machinery, equipment and tools

Office furniture and fixtures

Less accumulated depreciation

Land

3,418,000

4,947,000

13,066,000

523,000

18,536,000
( 9,078,000)
9,458,000
691,000

10,149,000

613,000

3,396,000

12,356,000

409,000

16,161,000
( 8,084,000)
8,077,000
839,000

8,916,000

OTHER ASSETS

Excess of cost over underlying equity of net
assets acquired (Notes 1 & B)(Schedule VII)

Deferred debt expense - less amortization on
the bonds outstanding method (1973-$91,000;
1974-$160,000)

Sundry

TOTAL ASSETS

4,375,000

570,000

508,000

5,453,000

3,135,000

410,000

297,000

_3<L842,OOQ

$49,065,000 $52,256,000

The accompanying notes arc an integral part of this statement,
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GOLCONDA CORPORATION AND SUBSIDIARIES £.\

CONSOLIDATED BALANCE SHEET

November 30, 1973 and December 31, 1974

LIABILITIES

CURRENT LIABILITIES 1973 1974

Current maturities of long-term debt (Note 5) $ 896,000 $ 80,000

Notes payable - banks (Note 4) 3,635,000 8,000,000

Accounts payable 5,688,000 2,352,000

Income taxes

Currently payable 878,000 1,420,000
»

Deferred - - 1,136,000

Accrued Liabilities

Salaries, Wages, etc. 673,000 193,000

Property and Payroll Taxes 426,000 315,000

Interest 239,000 79,000

Employee Benefits 129,000 181,000

Other 191,000 56,000

Total current liabilities 12,755,000 13,812,000

LONG-TERM DEBT (Note 5) 10,192,000 7,058,000

DEFERRED INCOME TAXES (Note 1) 1,153,000 964,000

COMMITMENTS, CONTINGENT LIABILITIES AND
SUBSEQUENT EVENTS (Notes 3, 4, 6 and 8)

STOCKHOLDERS' EQUITY (Notes 5 & 7)
Capital Stock

Preferred (Redemption and liquidation
value - 1973 $14,370,000? 1974
$14,368,000) 383,000 383,000

Common 774,000 774,000

Additional contributed capital 5,674,000 5,674,000

Retained earnings 18,654,000 24,111,000

25,485,000 30,942,000

Less treasury stock - at cost 520,000 520,000

24,965,000 30,422,000

TOTAL LIABILITIES & STOCKHOLDERS' EQUITY $49,065,000 $52,256,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

SOURCES OF WORKING CAPITAL
From Operations :
Earnings from continuing operations
Earnings (loss) from discontinued
operations

Add (deduct) expenses not requiring
outlay of working capital
Provision for depreciation
Amortization of deferred expenses
Deferred income taxes
Cost of investments sold
Reserve for decline in value of
investments

Write-down of asset held for sale
Write-off of excess cost over
underlying equity of net assets
acquired

Working capital provided from
operations

Net fixed assets of Division sold

Year Ended
November 30,

1972

$1,814,000

( 108,000)

765,000
111,000
316,000
306,000

1973
Dec. 31,

1974

Reduction of long-term notes receivable

Long-term borrowings

Cash surrender value of life
insurance policies

Increase in working capital for
December, 1973 (Note A)

Total sources of working capital

DISPOSITIONS OF WORKING CAPITAL
Net additions to property, plant and
equipment

Reduction of long-term debt
Purchase and retirement of preferred

stock
Preferred cash dividends declared
Plant and equipment purchased through
acquisitions

Sundry

Total dispositions of working capital

INCREASE IN WORKING CAPITAL

INCREASES (DECREASES) IN WORKING
CAPITAL COMPONENTS:

Cash and certificates of deposit
Notes & accounts receivable-net
Inventories
Prepaid expenses & sundry deposits
Net assets of Division sold

Net increase (decrease) in current
assets

3,204,000

329,000

859,000

73,000

4,465,000

625,000
1,825,000

144,000
399,000

854,000
168,000

4,015,000

$ 450,000

$3,125,000 $ 7,503,000

76,000 (1,942,000)

896,000
91,000
505,000
742,000

5,435,000

48,000 •

52,000

1,192,000
153,000

( 189,000)
2,382,000

175,000
237,000

1,240,000

10,751,000

1,695,000

298,000

405,000

5,535,000 13,149,000

3,714,000
990,000

81,000
385,000

149,000

1,890,000
3,098,000

383,000

( 5,000)
L_,-_r- ™r. --Ĵ

5,366,0005,319,000

$ 216,000 $ 7,783,000

Year Ended Nov. 30,
1972

$( 445,000)
2,269,000
2,736,000

93,000

4,653,000

1973
13 Mos. Ended
Dec. 31, 1974

$( 582,000) $ 598,000
(1,070,000) 5,885,000
3,744,000 (2,196,000)
( 20,000) ( 107,000)

- 4,660,000

2,072,000 8,840,000

LS 000045
(continued)

F-6

Golc - CDA dm - 0046



GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

Page 2 Year Ended
November 30,

1972 1973
Dec. 31,

1974

Current maturities of long-term debt
Notes payable
Accounts payable
Income taxes
Accrued liabilities

Net increase (decrease) in current
liabilities

INCREASE (DECREASE) IN WORKING
CAPITAL

$ 476,000
( 330,000)
3,165,000
569,000
323,000

4,203,000

$ 450,000

$( 139,000)
2,043,000
156,000

( 30,000)
( 174,000)

1,856,000

$( 816,000)
4,365,000
(3,336,000)
1,678,000
( 834,000)

1,057,000

$ 216,000 $ 7,783,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

NOVEMBER 30, 1973 AND DECEMBER 31, 1974

Note 1: SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION - All operating subsidiaries are consolidated and significant
inter-company transactions have been eliminated.

NOTE REFERENCES - In the accompanying financial statements, alphabetic note :

references are to Notes to Consolidated Statement of Earnings included else-
where herein.

INVENTORIES - Inventories are stated at the lower of cost (determined by
the first-in, first-out method) or market. Inventories are comprised of
the following:

(in thousands)
November 30, December 31,

Finished Goods and
Work in Process

Raw Materials and
Supplies

Total

1972

511,852

4,118

$15,970

1973 1973

$14,786 $16,598

4,928 3,718

$19,714 $20,316

1974

$14,685

2,833

$17,518

INVESTMENTS - Golconda carries its investments in mining companies (except
Alice Consolidated Mines, Inc. - Alice) on the cost basis. Reserves are
provided for declines in market value. Alice is accounted for on the equity
method. Gains or losses on sales are determined based on the average cost
of securities.

DEPRECIATION - For financial reporting purposes, the Company computes depre-
ciation principally on a straight-line basis over the estimated useful life
of the assets. The estimated service lives and methods used in determining
depreciation are as follows:

Description
Buildings and improvements
Machinery
Furniture and fixtures
Land improvements
Leasehold improvements

Service Lives
8 to 50 years
5 to 20 years
8 to 20 years
20 years
Life of asset
or term of
lease, which-
ever is shorter

Method of Depreciation
Straight-line
Straight-line
Straight-line
Straight-line
Straight-line

Maintenance and repairs are charged to operations as incurred. Betterments
and major renewals are capitalized. Upon sale or disposition of properties,
the asset account is relieved of the cost and the accumulated depreciation
account is charged with the depreciation taken prior to the sale with any
resultant gain or loss reflected in earnings.

INCOME TAXES - Provision is made for deferred taxes which arise primarily
from the use for tax purposes of accelerated depreciation methods and
timing differences in the recognition of investment income. Available in-
vestment tax credits on capital additions are accounted for under the "flow-
through" method (1974-$43,000 ; 1973-$149 ,000) . The investment tax uj.euxt
and the effect of the use of a Domestic International Sales Corporation
resulted in reductions of the Federal income tax provision of
$180,000 and $247,000 in 1974 and 1973, respectively-

Effective Juno 2, 1974, Golconda will be included in the consolidated
Federal tax return of Corro Corporation. Under Ccrro's tax policy, each
subsidiary computes its Federal tax liability and expense on a separate
company basis and remits to Ccrro the amount of liability determined. In
this connection, Golconda will nay Cerro approximately $1,136,000 in 1975
applicable to the current deferred tax liability at December 31, 1974.
State income tax returns are filed on an individual company basis.
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RESEARCH AND PRODUCT DEVELOPMENT COST - The Company follows the practice
of expensing research costs as incurred.

EXCESS OF COST OF ACQUIRED COMPANIES OVER EQUITY - The amount shown on
the balance sheet arose prior to fiscal year 1971 and is not being amor-
tized because, in the opinion of management, there has been no diminution
of value .

PENSION PLANS - Unfunded past service costs are being funded on a thirty-
year basis; current costs are being funded as accrued.

•

Note 2: EARNINGS PER SHARE

Earnings per common and common equivalent share were computed for 1973 and
1974 by dividing net earnings by the average number of common and common
equivalent (preferred stock) shares outstanding (3,365,000 in 1973 and
3,360,000 in 1974). Fully diluted earnings per share were determined on
the assumption that the average number of common and/or common equivalent
shares outstanding was further increased (to 3,793,000 shares in 1973 and
3,776,000 shares in 1974) by conversion as of the beginning of each year
of the convertible debentures outstanding. Warrants have not been re-
flected in the computation because they are antidilutive.

Note 3: INVESTMENTS

At November 30, 1973 and December 31, 1974 investments were comprised prin
cipally of capital stock of mining companies and are as follows:

November 30, 1973 December 31, 1974
Quoted Quoted
Market Market

Cost Price Cost Price

Hecla Mining Company
(None in 1974; 507,327
shares in 1973) $2,630,000 $ 7,483,000 $ - $ -

Alice Consolidated
Mines, Inc. (54% owned)
(4,308,020 shares in
1973 and 1974) 399,000 2,671,000 399,000 1,508,000

Other, net of reserve 389,000 415,000 214,000 388,QOQ

$3,418,000 $10,569,000 $613,000 $1,896,000
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Note 3 (continued) ^«j

Earnings from investments for the years ended November 30, 1973 and
December 31, 1974 are summarized below:

1973 1974

Net realized gain on sales of
Hecla Mining Company stock:

Shares sold to Cerro Corporation $ $ 8,033,000
Shares sold to Others 1,753,000 2,508,000

Expenses including interest of
$87,000 and None, respectively ( 172,000) ( 101,000)

Reserve for market decline of
certain investments - ( 175,000)

Investment earnings before income -
taxes $1,581,00£ $10,265,000

The sale of Hecla stock to Cerro was completed on a basis which resulted
in Golconda receiving $916,651 in cash and $9,000,000 in a 2-1/2 year
promissory note of Cerro which bears interest at "10% of the prime rate.
On January 24, 1975 the note was prepaid by Cerro together with accrued
interest.

Alice Consolidated Mines, Inc. (Alice) owns 1,109 acres of mining proper-
ties. Hecla Mining Company and Alice Consolidated Mines, Inc. are engaged
in an exploration and development program to be conducted by Hecla on this
property. The Company has a 20 percent participation in the pre-production
costs for the exploration and development program. The Company's expendi-
tures are expected to amount to $200,000 over a five-year period, and to
commence in 1975. The Company will receive 20 percent of the net profits,
if any, until such pre-production costs have been recovered, and 10 per-
cent thereafter. The realization of the Company's investment in Alice
is dependent upon the success of the exploration and development program.

Note 4: SHORT-TERM DEBT AND COMPENSATING BALANCES

At December 31, 1974, the Company has a $3,000,000 line of credit agreement
at a major Chicago bank which provides for unsecured borrowings until May 31,
1975, generally for periods of ninety days, at the bank's prime interest
rate. Continuation of this line of credit is subject to the terms and con-
di.tions of the bank, such as the maintenance of average collected balances,
and management believes that the line will be reviewed and renewed at May 31,
1975.

Maximum short-term borrowing during 1974 was $4,600',000, and, based upon a
weighted average month-end computation, the average balance outstanding was
$2,181,000 and the weighted average interest rate was 10.43 percent.

The $8,000,000 note payable to bank arose in conjunction with the sale of
Hecla shares (see Note 3) and, although originally a long-term borrowing,
has been classified as short-term in the balance sheet because the .proceeds
of the Cerro note receivable (see Note 3) were used to retire this ob-
ligation on January 25, 1975.

There are no withdrawal restrictions on cash balances maintained at the
bank. However, in connection with the $3,000,000 line of credit and the
$8,000,000 note payable to bank, the Company has agreed to maintain an
average collected balance of 10% of the unused line (20% on any used
portion) and 10% of the note payable. At December 31, 1974, the cash
balance shown in the balance sheet principally represented this compen-
sating balance after adjusting for float. Float (negative at December 31,
1974) is comprised of $550,000 of unprescntod checks less $150,000 of
deposits in transit and $1,200,000 representing one day's deposits.
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Note 5: LONG-TERM DEBT

Long-term debt at November 30, 1973 and December 31, 1974 is comprised of
the following:

(in thousands)
1973 1974

7% convertible subordinated debentures due
January 1, 1990 $ 4,441 $ 4,427

10% first mortgage note payable in monthly
instalments of $28,975 including interest,
final payment due April 1, 1990 2,790 2,711

7% subordinated notes payable to insurance
companies 2,750

Note payable to a bank with interest at
prime plus 3/4% 1,107

11,088 7,138

Less current maturities 896 80

$10,192 $ 7,058

The aggregate amounts of long-term debt maturing in each of the five years
subsequent to December 31, 1974 are as follows:

1975 $ 80,000
1976 165,000
1977 423,000
1978 433,000
1979 444,000

The 7% convertible subordinated debenture agreement contains certain
covenants, the most restrictive of which provide, among other things, that
the Company:

Will maintain consolidated net working capital of $10,000,000.
At December 31, 1974, consolidated net working capital was
$ 2 5 , 0 7 3 , 0 0 0 .

Will not pay cash dividends or acquire for cash any shares of
its stock in excess of $1,000,000 plus its cumulative consoli-
dated net income after November 30, 1969. At December 31, 1974,
retained earnings in the amount of $10,256,000 were free of such
restrictions.

In connection with the 7% subordinated note agreements, the Company has
issued warrants entitling the holders thereof to purchase, at a price
per share of $14.51, up to 2 9 2 , 4 6 7 shares of the Company's common stock.
These warrants expire January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at the
Company ' s option at prices ranging from 1 0 4 . 5 % in 1975 to 100% in 1984;
that annual sinking fund payments of $325,000 are required beginning in
1976 (such payments can be reduced by the principal amount of debentures
acquired by the Company or converted into common stock, as a result all
of the 1976 installment and all but $77 ,000 of the 1977 installment have
already been sa t i s f ied) , that the Company has an option to make additional
annual payments of $325 ,000 beginning in 1975 and that the debentures are
convertible into shares of common stock at a conversion price of $10.67
per share (subject to non-dilution provisions).
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Note 6: EMPLOYEE BENEFIT PLANS

The Company has various benefit plans, including pension and executive
incentive compensation plans, covering a substantial portion of its
employees. Provisions for these plans for the year ended December 31,
1974 were $436,000 and $359,000 for the continuing operations and dis-
continued operations, respectively. The pension plan is for substantially
all salaried employees and full time hourly rated employees of all of the
Company's divisions. The actuarially computed values of vested benefits
and unfunded prior service cost for all of the continuing plans as of
December 1, 1974 exceed the total of the pension funds by $2,900,000 and
$3,700,000, respectively. The charges to continuing operations for the
cost of the pension plans for the years ended December 31, 1974 and
November 30, 1973 were $381,000 and $320,000, respectively. Management
believes that the requirements of the new Pension Law will not materially
affect the cost of the Company's pension plans.

In connection with the sale of the Bastian-Blessing Division (see Note 9),
the Company has agreed to transfer the pension fund assets applicable to
Bastian-Blessing Division employees to separate plans and the buyer has
agreed to assume all liability with respect to pensions attributable to
Bastian-Blessing employees. This assumption resulted in reduction of the
Company's December 1, 1974 unfunded vested benefit and unfunded prior
service liabilities by $2,000,000 and $2,200,000, respectively. In the
absence of regulations or interpretations of the new Pension Law, it is
not possible to say that Golconda will not be liable for the failure or
inability of the buyer to honor the terms of the pension plans. The
Bastian-Blessing Division charges for the cost of its pension plans for
the years ended December 31, 1974 and November 30, 1973 were $311,000
and $256,000, respectively.

Note 7: CAPITAL STOCK

Preferred stock consists of 9 3 4 , 4 0 6 authorized shares of $1.00 par value,
of which 383,157 shares are issued and outstanding at December 31, 1974.

.The preferred stock is entitled to a preferential cumulative annual divi-
dend at a rate of $1.00 per share. The shares are redeemable at the option
of the Company at $37.50 per share plus unpaid cumulative dividends. The
aggregate redemption and liquidation value at December 31, 1974 is
$14,368 ,387 . The preferred stock has liquidation rights over the common
stock in any final distribution and is entitled to one vote for each share
held.

The preferred shares are convertible into common shares at the option of
the holder at the rate of one and one-half shares common stock for each
preferred share held. This conversion rate is subject to non-dilution
provisions.

Common stock consists of 7 ,500 ,000 authorized shares, without par value,
of which 2 ,785 ,595 shares are outstanding. At December 31, 1974,
1,282,103 shares of authorized but unissued common shares have been re-
served as follows: 574,735 shares upon conversion of preferred stock;
414,901 shares upon conversion of the 7% convertible subordinated deben-
ture (Note 5): 2 9 2 , 4 6 7 shares upon exercise of warrants for the purchase
of common stock (Note 5). At December 31, 1974, there are 71,250 shares
of common stock held in treasury.

During 1974, Cerro Corporation acquired 2,411,325 common shares and 281,635
preferred shares representing 86.6% and 73.5% of the total outstanding,
respectively.

An analysis of the transactions during the year ended November 30, 1973
and the thirteen months ended December 31, 1974 affecting preferred and
common stock, additional contributed capital and treasury stock follows:
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Note 7 (continued)

Preferred
Stock

Common
Stock

Additional
Contributed
Capital _

Treasury
Stock

Balance at December 1, 1972

Purchase and retirement of
6,400 shares of preferred stock ( 6,400)

$ 390,204 $ 773,055 $5,747,583 $(519,600)

( 74,044)

Conversion of 592 shares of
preferred stock into 888 shares
of common stock

Balance at November 30, 1973

Conversion of 55 shares of
preferred stock into 82
shares of common stock

Balance at December 31, 1974

592) 592

383,212

( 55)

773,647 5,673,539

55

(519,600)

$ 383,157 $ 773,702 $5,673,539 $(519,600)

Note 8: CONTINGENT LIABILITIES

The Company is one of 35 defendants in an alleged class action by a share-
holder of United States National Bank of San Diego, in Fred H. Harmsen, et al
vs. C. Arnholt Smith, et al., filed on October 29, 1973, in the United States
District Court for the Southern District of California. The plaintiff pur-
ports to be acting in a derivative capacity on behalf of the shareholders of
the bank. The complaint seeks damages and other relief on behalf of the
shareholders of the bank on account of alleged violations of federal secur-
ities laws, illegal loans, improper acts of the bank's directors, and
conspiracy to commit the foregoing acts and fraud.

In the opinion of the Company, the exposure of Golconda Corporation to any
liability seems very remote in that the corporation's only connection with
the United States National Bank or with C. A. Smith is that some of Golconda
Corporation's stock was at one time possessed by one of the Smith-dominated
corporations- There have not been any material transactions between the
Company and the other defendants and the United States National Bank of
San Diego, and it is management's opinion that there are no facts, nor
have any been specifically alleged relating to Golconda warranting inclusion
of the Company in the complaint. An identical class action suit was filed
by plaintiff in the Superior Court in and for the County of San Diego to
toll the statute of limitations in the State Court, but to date this suit
has not yet been formally served upon Golconda Corporation.

Note 9: SALE OF BASTIAN-BLESSING DIVISION

Refer to Note B of Notes to Consolidated Statement of Earnings for details
as to the terms, proceeds, date and loss on the sale of the Bastian-Blessing
(B-B) Division. Presented below is a condensed balance sheet of B-B as of
December 31, 1974:

Receivables
Inventories
Other current assets

Current liabilities

Net working capital

Net fixed assets '

Reserve for loss on sale

Not assets sold

OOP's

$ 3,865
3,500

41
7,406

( 2,541)

4,865

1,G95

( 1,900)

$ 4 ,660
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Note 10: SUBSEQUENT EVENTS

On March 14, 1975, Golconda entered into a preliminary agreement to
sell, subject to approval of the Board of Directors, the business
and substantially all of the net assets of the contracts business of its
Pioneer Astro Division. Certain of the assets and all liabilities will be
sold for cash equal to the net book value at March 31, 1975, the closing
date. Contracts in process will be transferred to a joint venture between
Golconda and the buyer. The buyer will manage the joint venture and reim-
burse Golconda for the fair market value of the in-process contracts as
the contracts are completed and cash is collected from customers. Golconda
and the buyer will share equally in the gains or losses recognized on com-
pleting the in-process contracts. Total proceeds from the sale are estimated
at $1,628,000 and it is not anticipated that Golconda will suffer any loss
on this transaction.

Presented below is condensed 1974 financial information for the Pioneer Astro
contract business (in thousands, except per share data). Consolidated
financial statements for 1974 have not been restated for this transaction.

Sales

Net Earnings

Net Earnings Per Share

Assets -
Receivables

Inventories

Net fixed assets

Liabilities

Net assets

3,741

447

632

721

1,800

( 172)

1,628

Note 11: FOURTH QUARTER RESULTS (UNAUDITED)

The financial information appearing in this note has not been specifically
audited by the Company's independent public accountants during the course
of their examination of the financial statements for the years ended
December 31, 1973 and 1974.

Such information is presented in response to an opinion of the Accounting
Principles Board of the American Institute of Certified Public Accountants
issued in May, 1973 requiring certain disclosure of fourth quarter results

Sales and earnings for the fourth quarter of 1973 and 1974 were as follows

Three Months Ended December 31,
1973 1974

Sales -
Continuing operations
Discontinued operation

Net Earnings (Loss)
From continuing
operations -

Manufacturing
Investments

From discontinued
operations

Net

Amount

$ 8,144
4,353

$12,497

567
727

1,294

$ 1,290

Per Share Amount
(in thousands)

$ 6,202
6,747

$12,949

Per Share

$ .38

$( 201) $( .07)
( 334) ( .10)
( 535) ( .17)
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•1 «0-1
Note 11 (continued)

Sales from continuing manufacturing businesses fell 25% from 1973, prin-
cipally due to the depressed liquid petroleum gas industry. Earnings from
continuing operations were lower because of reduced sales . Because of
depressed economic conditions reserves were established against losses on
inventories, receivables and for the disposition of certain machinery and
equipment.

Discontinued operations sales and earnings were substantially improved
over 1973 due to the high number of shipments to McDonalds. However, a
reserve for the loss on the sale and the write-off of goodwill attributable
to B-B result in a net loss for the quarter of $1,957,000, after tax benefit
of $950,000.

Investment earnings for the 1973 quarter include gains on the sale of Hecla
Mining Company common stock. There were no similar sales in the fourth
quarter of 1974. The 1974 fourth quarter investment earnings were down due
to providing a reserve against market decline in the value of mining com-
pany stocks and as a result of a change in the estimated tax provision rate.
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE VII

INTANGIBLE ASSETS, DEFERRED RESEARCH AND DEVELOPMENT
EXPENSES, PRE-OPERATING EXPENSES AND SIMILAR DEFERRALS

EXCESS OF COST OVER UNDERLYING EQUITY OF NET ASSETS ACQUIRED

Description

Column B
Balance at
Beginning
of Period

Year Ended 12/31/74 $4,375,000

Year Ended 11/30/73 $4,375,000

Column C Column D Column E Column F
Additions Balance at

at Other End of
Cost Deductions Changes Period

(A)
$(1,240,000) $

$ '

$3,135,000

$4,375,000

One Month Ended
12/31/73 $4,375,000 $4,375,000

(A) Written off in connection with sale of division.
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE XII

RESERVES

Continuing Operations

Allowance for Doubtful
Receivables:

Year Ended 12/31/74

Year Ended 11/30/73

One Month Ended
12/31/73

Inventory valuation
reserve

Year Ended 12/31/74

Balance at Charged Balance at-
Beginning Costs and . End of
of Period Expenses Deductions Period

$ 55,000 $292,000 $(79,000)(A) $268.000

$ 30,000 $ 24,000

$ 53,00'Q $ 2,000

$900,000

$( 1,000)(A) $ 53,000

$ 55,000

$900,000

Reserve for Decline
in Market Value of
Investments

Year Ended 12/31/74

Discontinued Operations

Allowance for Doubtful
Receivables:

Year Ended 12/31/74

Year Ended 11/30/73

One Month Ended
12/31/73

$175,000

$ 29,000 $ 64.000

$ 22,000 $ 12,000

$ 28,000 $ 1,000

$175,000

$( 7,000)(A) $ 86,000

$( 6,000)(A) $ 28,000

$ 29,000

(A) Uncollectible accounts written off, net of recoveries.
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

Continuing Operations:

Maintenance & Repairs

Depreciation of Property,
Plant & Equipment

Taxes Other Than Income Taxes
Real Estate & Personal
Property

Payroll

Sundry

Total

Discontinued Operations:

Maintenance & Repairs

Depreciation of Property,
Plant & Equipment

Taxes Other Than Income Taxes
Real Estate & Personal
Property-

Payroll

Sundry

Total

One
Month
Ended

12/31/7411730/73 12/31/73
Year Ended

$ 782,000 $ 689,000 $ 19,000

992,000 719,000 77,000

428,000 262,000

852,000 846,000

1,000 7,000

1,281,000 1,115,000

50,000

200,000

67,000

177,000

28,000

73,000

101,000

7,000

20,000

174,000

429,000

6,000

609,000

161,000

420,000

20,000

601,000

9,000

42,000

5,000

56,000
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Part II will not be filed at this time pursuant to General
Instructions H which permits omission if a proxy statement is filed
not later than 120 days after the close of the fiscal year.

S I G N A T U R E S

Pursuant to the requirements of the Securities Exchange Act
of 1934, Golconda Corporation has duly caused this Annual Report
to be signed on its behalf by the undersigned thereunto duly
authorized.

GOLCONDA CORPORATION

Frederick F. Schauder,
Vice President-Finance and
Treasurer

DATE: March 27, 1975
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(A) Hefcrence is made to Note A of Notes to Consolidated Statement of
Earnings.

(E.) Yield of the 7% convertible debenture exceeded 66-2/3% of prime rate
at date of issue, and therefore is not a common stock equivalent.

(C) Anti-dilutive in 1970, 1971 and 1972. Dilutive, and therefore in-
cluded in shares for primary earnings computation, in 1973 and 1974.

(D) Options and warrants are anti-dilut'ive, and therefore excluded from
•primary and fully diluted earnings per share calculations based on
calculations where shares are assumed to be repurchased at the
higher of average price or year-end closing price of Golconda Cor-
poration or its predecessor. Interest savings resulting from assumed
retirement of debt from proceeds of options and warrants would be
determined under the 20% rule if warrants were not anti-dilutive in
each year.
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Pursuant to Section 13 or 15(d) of the
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For the Year Ended December 31, 1975 Commission Fik No, 1448

GOLCONDA CORPORATION
•me of rafbtraot M specified IB to charter)

Idaho
(State or otfacr Jortodtction of

iDcorpormtioo or orgMriatioa)

39 South LaSaOe Street, Chicago, nfinols
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ITEM 1 BUSINESS

Golconda Corporation operates in one principal area of interest -
controls and related equipment. In 1975 the Company decided to
terminate its participation and dispose of its investments in
mining companies.

In February, 1975 the Company sold its division which was engaged
in the design, manufacture and marketing of modular and custom
kitchen, cafeteria and restaurant equipment.

In April, 1975 the Company sold the contracts business of a division
which was engaged in the engineering and manufacturing of precision ;
components and assemblies for use in aerospace vehicles, military
and commercial aircraft and computers. •-••••

In May, 1975 the Company discontinued operations of its division
which was engaged in recycling brass scrap from the other manu-
facturing divisions into machining rod and forgings.

Through its RegO Division, the Company designs, develops, manu-
factures and markets: (a) pressure regulators, valves and other
control equipment for LP-gas and anhydrous ammonia; (b) pressure
regulators, cylinder valves, manifolds and other control equip-
ment for atmospheric and other compressed, liquefied and dissolved
gases; (c) gas welding and cutting equipment; (d) medical oxygen
and chemical equipment; (e) pneumatic control devices for the
fluid power industry; and (f) cylinder valves and regulators for
self-contained breathing apparatus. A common characteristic of
RegO Division products is the control or regulation of the flow of
gases either into or out of containers in which the gases are stored,
or into piping systems. RegO products are designed 'for a wide
variety of gases and temperature and pressure extremes. Products
for use with cryogenic gases are required to withstand temperatures
as low as minus 320° F. Depending on the application, RegO equip-
ment is designed to regulate pressure from a few ounces to 10,000
pounds per square inch.

RegO Division products are sold nation-wide and, to a limited
extent, abroad. These sales are made by a combination of seven-
teen fulltime RegO salesmen and six hundred and fifty-one distri-
butors located primarily in the United States and some abroad.
RegO also distributes through LP-gas marketers and anhydrous am-
monia dealers throughout the country. In 1975, the largest customer
of this division accounted for 71 of its sales and its five largest
customers accounted for about 21% of its sales.

Through its Anderson Copper and Brass Division (Anderson), the
Company manufactures and markets a line of fittings for use with
copper tubing. Included in the product line are flared fittings,
compression fittings, inverted flare, double compression and brass
pipe fittings, as well as garden hose and air hose fittings. A
catalog of standard items is issued, but orders are solicited for
special items of a related nature. Designed for use with a variety
of gases and liquids, the primary application is in the plumbing
industry.

The Anderson Division manufacturing operations, located in Alsip,
Illinois, consist primarily of screw machine and chucking machine
operations, the raw material being exclusively brass rod and brass
forgings. The division purchases other components, such as valves
and tubing tools, and offers them for sale to its customers also.

Brass fittings manufactured by the Anderson Division are sold on
a nation-wide basis by thirty manufacturer's agents who service
approximately eleven hundred accounts. A limited amount of sales
are abroad. In .1975, the largest customer of the division accounted
for 61 of its sales and its five largest customers accounted for
about 17% of its sales.
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Competition

Golconda Corporation is subject to intense competition from a
large number of firms. Competition varies from older and larger
firms having greater financial resources than Golconda to small
local and regional competitors which have advantages deriving
from proximity to local markets. RegO Division's principal market
is the LP-gas industry, and RegO is a significant supplier of LP-
gas equipment.

Backlog

As of December 31, 1975 the Company's backlog of o--J --•"•vT.ieH.
$3,323,000, all of which are expected to be filled in 1976. At
December 31, 1974 backlog amounted to $9,570,000. Backlog amounts
are not necessarily indicative of sales for subsequent periods
because of the short lead time between receipt of order and delivery.

The business is directly affected by general business conditions,
especially those involving the petroleum and construction indus-
tries .

Materials

Raw materials and components used by the Company in its manufact-
uring operations are available from more than one supplier,
although it may obtain certain parts and materials from a single
source and supplier.

Research and Development

The dollar amount of expenditures during the last two fiscal
years relating to the development of new products or the improve-
ment of existing products was not material.

Number of Employees

The Company has approximately 550 fulltime employees, of which
195 are in executive, managerial, professional, office and clerical
positions and the remaining balance of 355 consists of factory,
warehouse and other production related personnel.

Environmental Matters

The Company is subject to environmental regulation by federal,
state and local authorities. There are no known material expendi-
tures required of the Company for pollution control equipment under
applicable environmental laws.

Line of Business Information

Golconda's continuing manufacturing operations are, and have been
for the last five years, engaged in only one line of business --
the production and sale of controls and related equipment.
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GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OF OPERATIONS, RETAINED
EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of operations, retained earnings
and additional contributed capital for the years ended December 31,
1974 and 1975 have been examined by independent accountants whose report
is included elsewhere herein. In the opinion of management, the con-
solidated statements of operations, retained earnings and additional
contributed capital for the three years ended November 30, 1973 include
all adjustments (consisting of normal recurring accruals) necessary to
a fair presentation of such statements.

CONSOLIDATED STATEMENT OF OPERATIONS
(in thousands except per share HP «••?•»

Fiscal Year Ended
November 30,

1971 1972 1973

Net sales from manufacturing
operations (B)

Cost of goods sold
Gross profit from manufac-

turing operations
Selling, general and

administrative expenses
Interest expense
Interest income
Other(income) expense-net (C)

Earnings (loss) from continuing
operations before income taxes
Manufacturing
Investments (2)

Income tax provision (benefit) (D)
Current
Deferred

Earnings(loss) from continuing
operations

(Not covered by auditors' report.

December 31,.
1974(A) 1975

$21,890 $26,838 $33,011 $31,059 $21,481
15.464 19.376 23.540 24.078 19.308

6

4
1

4

1

2
)

,426

,326
,037
(121)
(444)

.798

,628
458

,086

644
152

796

7

4

4

2

3

1

1

,462

,349
930
(74)

(478)

.727

,735
483

,218

,077
316

,393

9

5

6

3
1

5

1

1

,471

,643
795
(50)

(373)

.015

,456
,668

,124

,466
505

,971

6

6
1

6

10

10

1
1

3

,981

,136
,162
(834)
(99)

,365

616
,266

,882

,643
,763

,406

2

4

1

6

(4

(4

2
(3

,173

,808
715
(492)
,664

,695

,522)
(434)

,956)

,694
,070)

(376)

1.290

Discontinued operations(B)
Earnings(loss) from discontinued
operations (347)

Losses on sales of Divisions
Applicable to net assets sold
Applicable to goodwill written

off

Earnings (loss) before extra-
ordinary items

Extraordinary items (net of
Federal income taxes) (E)

Net Income (Loss)

Weighted average shares
outstanding (F)

Common

Common and .Common Equivalent

(continued)

1.825

(119)

3.153 7.476 (4.580)

48 275

n

(347) (119)

943 1 ,706

( 5 2 )

$ 891 $ 1 ,706

2 , 7 8 5 2 , 7 8 5

48

3,201

$ 3 ,201

2 , 7 8 5

3 ,365

(950)

(1 ,240)

(1,915)

5,561

$ Jj561 $

2 , 7 8 5

3 ,360

(73S)

(735)

(5 ,315)

(5 ,315)

2 , 7 8 5
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Fiscal Year Ended
November 30, December 51

1 9 7 1 1 9 7 2 1973 1974(A)1975
(Not covered by auditors' reportl

Primary Earnings(Loss) Per Share
From Continuing Operations
Manufacturing $ .33 $ .53 $ .59 $ .14 $(1.00)
Investment .13 .12 .35 2.09 (.65)

.46 .65 .94 2.23 (1.65)
Discontinued Operations (.12) r.041 .01 (.57) (.26)

.34 .61 " .yS 1.66 (1.91)

Less: Preferred
dividend requirement .15 .14 - - .14

Earnings (loss) before extra-
ordinary items .19 .47 .95 1.66 $(2.05)

Extraordinary items (.02) - - - -

Net Income (Loss) $ .17 $ .47 $ .95 $1.66

Fully Diluted Earnings (Loss) $ .17 $ .47 $ .89 $1.52

Dividend per common share $ - $ - $ $ -

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS, RETAINED EARNINGS

AND ADDITIONAL CONTRIBUTED CAPITAL

Information with respect to fiscal years 1971, 1972 and 1973
and quarterly information with respect to calendar 1975 is not
covered by the independent accountants' report included else-
where herein.

In the aceuu«r~", ̂.t6 iIno.^wl-1 statements numeric note references
are to Notes to Consolidated Financial Statements included else-
where herein.

(A) CHANGE OF FISCAL YEAR

During 1974, Golconda changed its fiscal year-end to December 31
to conform to the year-end of its parent company--Cerro Corporation.
December 1973 operating results, net of taxes of $47,000, have been
credited directly to retained earnings and are summarized below:

OOP's
Net Sales
Continuing Operations $ 1,981
Discontinued Operations 1,310

$ 3.291

Net Earnings (loss)
Continuing Operations
Manufacturing $( 60)
Investments 332

322
Discontinued Operations _£ 43)

$ 279

(B) DISCONTINUED OPERATIONS

(1) In February, 1975 Golconda entered into an agreement to sell
the Bastian-Blessing Division (B-B). A $2,190,000 provision for
loss on the sale, comprised of the write-off of $1,240,000 of good-
will applicable to B-B and a $950,000 loss on disposal of net assets
net of a $950,000 tax benefit, was reflected in the financial state-
ments for the year ended December 31, 1974. The final agreed cash
price amounted to $3,850,000 and resulted in an actual loss of
$2,406,000. The additional loss of $216,000, which is net of a tax
benefit of $146,000, is recorded in 1975. The primary reasons for the
difference between estimated and actual losses were adjustments to
net book value as of February 1975 and additional expenses, principally
finders fees in excess of original estimates. Of the settlement
price, $1,150,000 remains unpaid and the related note receivable is
secured by a first mortgage on the property sold.

(2) In April, 1975 Golconda entered into an agreement to sell the
Pioneer Astro Industries Division (PAI) contracts business. A

1 loss, net of a $343,000 tax benefit, was estimated and
in the second quarter of 1975. The actual loss of $519 OOP

is oasea upon a cash price of $1,184.000 and is n<»r n-P a 14B7 rmn
taY h f > n o - F i i - TU~ J • £ c , ' net Ot a * ̂  0 / , (J U U
tax benefit. The difference between the loss estimated in the
i^K?T-2Uarter a?d.actual loss is due to a provision for estimated
liabilities resulting principally from the buyer's default on a

lecal^foceedinis ̂  "̂1̂  quarter" The Company has instituted
defa.,1? an5 • 8*u attempt to recover losses resulting from the
a propel Xjal pthet°

pinion °f management, although the Company has

loss i ' 19?7 has
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(3) The consolidated statement of operations has been restated
to present the operating results of the PAI contracts business
as a discontinued operation (restatement for B-B was made in
1974). The following table shows the impact of the restatement
on previously reported net sales (in thousands):

Net sales as previously
reported in 1974
Less: Discontinued PAI

-cntr — tc business

Net sales per consolidated
statement of operations

Fiscal Year Ended
November 50 . December 31 ,

/i i L

$24,837 $29,554 $36,196 $34,800

2.947 2,716 3,185 3,741

$21,890 $26.838 $33,011 $51,059

Following is an analysis of the earnings (losses) of discontinued
businesses and related losses on disposal (in thousands):

Fiscal Year Ended

Discontinued Operations
Earnings (loss) from
discontinued operations

B-B
Income taxes (benefit)

PAI contracts business
Income taxes (benefit)

November 30. December 31.
1971

$(405)
(166)
(139)

(216)
108)
08)

1?7Z

$( 13)a
(223)

(IT?)

19/5 19/4 1975

(347) (119) 48 275

(Losses) on sales of divisions

Applicable to net assets
of B-B(less applicable
income tax benefits of $950
in 1974 and $146 in 1975)

Applicable to net assets
of PAI contracts business
(less tax benefit of $487)

Applicable to goodwill
written off (no tax
benefit)

( 950) $(216)

(519)

(1.240)

$ 48 $(1,915)

In determining earnings (loss) from the discontinued B-B opera-
ti-ons, B-B was charged with a portion of corporate administrative
expenses which are ratable to B-B and which are not expected to
recur and with interest expense which would have been eliminated
and/or earned through the use of the proceeds of the sale
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In determining earnings (loss) from the discontinued PAI contracts
business, PAI contracts business was charged with interest expense
which would have been earned through the use of the proceeds of
the sale. Corporate administrative expenses are not allocated
because such expenses are not expected to be eliminated.

(C) OTHER TERMINATIONS OF OPERATIONS

(1) On May 30, 1975 Golconda ceased operations at its Golconda
Metals Division (GMD) plant in -Alsip, Illinois. A $1,178,000 pro-
vision for losses incurred and expected to be incurred in
connection with the shutdown of this facility is reflected in

•??cv.nts ?.* continuing operations in accordance with the
provisions of Accounting Principles Board Opinion No. 30.
The $1,178,000 is included in Other Income and Expense in the Con-
solidated Statement: of Operations. Actual losses incurred as of
December 31, 1975 in disposing of the assets aggregate $584,000.
The remaining property, plant and equipment to be disposed of
at December 31, 1975 total $655,000 (net of a $594,000 reserve
for loss), and are shown as Assets of Businesses Held for Sale
in the Consolidated Balance Sheet.

The original estimate of loss reported in the second quarter
was $1,028,000. Actual results in disposing of the assets to
date have required adjustments to the original estimates.

(2) During the third and fourth quarters of 1975, management
decided to terminate the Company's participation in the various
foreign joint ventures for manufacturing and distributing
liquified petroleum gas products. The $729,000 loss resulting
from the recognition of liabilities related to the terminations
and from the write-downs of the Company's advances to and investments
in these ventures is reflected in the accounts as continuing
operations in accordance with the provisions of Accounting
Principles Board Opinion No. 30. The $729,000 is included in
Other Income and Expense on the Consolidated Statement of Operations.

(D) INCOME TAXES

Golconda's effective tax rates for earnings (losses) from con-
tinuing operations are different from the Federal statutory
rates. The following table analyzes these provision(benefit)
differences:

1971 1972 1973

Statutory rates-Federal 48.0% 48.0% 48.0%

Impact of capital gains
rates on investment
income and losses (4.8) (3.3) (6.2) (17.2) 2.0

Impact of ordinary rates on
investment income
deferred until 1975(a) 30.7

Investment tax credits and
profits of Domestic Inter-
national Sales Corporation (1.0)

State taxes and other (4.0)

38.2%

LS 000012

Golc - CDA dm - 0072



-10-

(a) Because of the substantial tax losses incurred in 1975, ex-
cluding deferred investment gains, additional taxes of $1,522,000
are provided in 1975 for investment earnings because the previously
deferred investment earnings are actually taxed at the 48% statutory
rate rather than the 30% capital gains rate provided in prior
years .

Tax law allows or requires the determination of taxable income
in a manner different from generally accepted accounting principles.
The table below reconciles earnings of continuing operations per
the accompanying financial statements to currently payable taxes.

iy /1
(In Thousand
iy i L T9T3 /4 iy

Income(Loss) from continuing
operations before income taxes

Investment gains taxable in dif-
ferent periods due to use of
installment sales tax treat-
ment (1974 and 1975) and
specific identification costing

Excess of tax over book
depreciation

Commissions on Domestic In-
ternational Sales Corporation

Writedown of assets to estimated
realizable value

Gauge
GMD
Investment in and advances
to foreign joint ventures

Mining investments

Inventory reserves

$2,086 $3,218 $5,124 $10,882 $(4,956;

(306) (610) (529) (6,709) 8,453

(120) (226) (310) (308) (200;

(105) (195) 195

250
234

175

900

374
360

200
363

750

Other

Current taxable income

Current income tax provision

13 203 (284) (555) 298

$1,673 $2,480 $3,806 $ 5.264 $ 5,642

$ 644 $1,077 $1,466 $1,643 $ 2,694
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The provision (benefit) for income taxes consists of:

fin Thousands)
1971

$337
33

104

$474

1972

$ 892
68
316

$1,276

1973

$1,316
169
505

$1.990

1974

$1,818
111
813

$2.742

1975

$ 2,061

(3,070)

$(1,0090

Current
Federal
State

Deferred

Allocated to:

Continuing operations $796 $1,393 $1,971 $3,406 $( 376)
Discontinued operations (274) (117) 19 (664) ( 633)
Extraordinary items ( 48) ^ _. i i 1

$414

See also Note 1.

(E) EXTRAORDINARY ITEM

The 1971 extraordinary item, net of applicable federal income taxes
of $48,000, relates to a provision for settlement of a lawsuit related
to products of the Paris, Illinois plant which had been shut down in
1970. In accordance with the provisions of Accounting Principles
Board Opinion No. 30, effective October 1973, the above items would
have been charged to continuing operations. However, Opinion No. 30
prohibits restating prior years financial statements for conformity.
Had the 1971 statements of consolidated operations been restated,
earnings from continuing operations would have been reduced by this
amount.

(F) EARNINGS (LOSS) PER SHARE

Primary earnings (loss) per share for the fiscal years 1971 and 1972
and calendar 1975 are based on the weighted average number of common
shares outstanding during each period. Primary earnings per share
for fiscal 1973 and calendar 1974 were computed by dividing net
earnings by the average number of common and common equivalent
(preferred stock) shares outstanding. For the years 1973 and 1974,
such preferred stock had a dilutive effect on earnings per share,
whereas such stock had an anti-dilutive effect for the years prior
to 1973 and for 1975. The preferred dividends paid and deducted in
arriving at earnings available for common shares in 1971, 1972 and
1975 were $413,000, $399,000 and $383,000, respectively.

Fully diluted earnings per share for fiscal years 1971 through 1974
were computed assuming that the average number of common and/or
common equivalent shares outstanding were further increased by con-
version as of the beginning of each year of the convertible debentures
outstanding (464,000 shares in 1971; 439,000 shares in 1972; 428,000
shares in 1973 and 416,000 shares in 1974). The convertible deben-
tures, are not reflected in 1975 because they are anti-dilutive.

Options and warrants have not been reflected in the computations because
they are anti-dilutive.
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(G) RELATED PARTY TRANSACTIONS

Transactions between the Company and Cerro Corporation and its
subsidiaries for the full calendar years of 1974 and 1975 include
the following:

December 31. 1974 December 31. 1975

Purchases $3,253,000 $3,047,000

Sales - $19,000

Interest Income(Note 2) $834,000 $64,000

The Company does not have any other material transactions with
Cerro Corporation and its subsidiaries other than certain expenses
paid by Cerro and charged to the Company which are directly at-
tributable to the Company. Cerro Corporation did not charge the
Company with a management fee in 1974 or 1975.
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MANAGEMENT ANALYSIS OF VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing

Sales increased 22% in 1972, of which the acquisition of Anderson
Copper and Brass (Anderson) Division in mid-year accounts for 51
and the balance is from sharply higher sales at RegO Division.
Earnings increased due to higher sales, cost control programs and
reduced interest expense.

Sales rose by 23% in 1973, 8% of which is the full year imp0, 2
Anderson, and continued growth of the RegO Division. Earnings in-
creased due to higher sales and improved gross profit margins from
reduced manufacturing costs. Operating expenses increased substan-
tially due to higher selling expenses and commissions on increased
sales, the full year impact of Anderson, costs for new computer
applications and services from an outside service bureau and an
incentive bonus plan.

Net sales decreased 6% in 1974; however, the volume decline was
much steeper as the Company was able to partially offset lost volume
by increased prices. The lower volume is principally attributable
to the depressed conditions in the liquid petroleum gas industry.
Earnings were severely impacted by the reduced volume, start-up
problems at the new Golconda Metals Division (GMD) and by reserves
provided to protect against losses on receivables, inventories and
the sale of certain equipment. Start-up of GMD resulted in increases
in operating expenses such as maintenance and repairs, depre-
ciation and real estate taxes on the new plant. Increased interest
expense reflects the cost of financing working capital requirements
at RegO and GMD. Higher amounts of other income are due to interest
earned on a note received from Cerro Corporation on the sale of
Hecla stock.

Net sales decreased 31% in 1975 due principally to lost volume.
This lower volume is attributed to depressed conditions in the
liquid petroleum gas industry and an indeterminable loss in
market share to competitors. The dollar decrease in sales would
have been greater except for a small increase in selling prices.

While volume decreased due to lower sales, increased costs of mater-
ials and labor, and increased inventory and obsolescence adjustments
kept the decrease in cost of goods sold to 20%.

Selling, general and administrative expense decreased 22% due prin-
cipally to decreased personnel ($631,000), decreased sales commis-
sions due to lower volume ($132,000), and reclassifications of
certain freight charges.

Interest expense decreased in 1975 primarily as a result of the re-
payment of the bank note payable in January 1975.

Earnings from continuing operations were severely affected by
reduced sales volume, provisions for slow-moving and obsolete in-
ventory, and special provisions and losses on certain transactions
which are included in Other Income and Expense in the financial
statements (See Note C).

Investments

Earnings reflect the sales of Hecla common stock at market prices in
the applicable years net of expenses required to maintain the Golconda
Mining Corporation facilities. In 1975 there were no gains from stock
sales. The" expense represents a write down of mining stock investments
and expenses for maintaining the Golconda Mining Corporation facilities
(See Note 2). Also see Note D for discussion concerning an additional
income tax provision of $1,522,000.
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FOURTH QUARTER RESULTS

Sales and earnings for the fourth of 1974 and 1975 were as
follows:

Three Months Ended December 31,
1974 1975

Amount Per Share Amount Per Share
(In thousands except for per share data)

Sales
Continuing operations $ 4,968 $ 5,421
Discontinued operations 7,981 -

$12.949 $ e .«v

Net (Loss)
From continuing operations
Manufacturing $ (228) $(.07) $(1,505) $ (.57)
Investment (534) (.10) (1,813) (.65)

(562) (.17) (3,318) (1.22)

From discontinued
operations (1,930) (.58) (188) (.07)

Net $(2,492) $(.75) $ (5.506)

Sales of continuing manufacturing businesses increased slightly in the
fourth quarter over 1974. The fourth quarter of 1974 and 1975 were
affected by the depressed conditions in the liquid petroleum gas
industry.

The loss from continuing operations is substantially higher in the
fourth quarter ended December 51, 1975 due to inventory provisions, tax
provision adjustments, and special provisions and losses incurred
including:

1. An additional amount of $150,000 provided for the
estimated loss on disposal of the Golconda Metals
Division assets (see Note C).

2. A $363,000 writedown of mining stock investments
(see Note 2).

3. A $596,000 loss from the expenses and writedowns
related to the termination of participation in
foreign joint ventures (see Note C).

4. A $78,000 loss on the sale of the oil-less compressor
line.

5. An additional amount of $140,000 provided for estimated
loss on the disposal of the gauge line inventory and
equipment.

6. An additional income tax provision of $1,522.000
(see Note D).

The loss from discontinued operations in 1974 is due primarily to a
provision for loss on the sale of Bastian-Blessing. The loss in the

an additiortir$?28 1S pr^marily the effect after tax of providing
of the buyer's default Cc«»o Mr,**, m oss as a resul't

LS 000077

Golc - CDA dm - 0077



-15-

ITEM 3 PROPERTY

The principal plants operated by Golconda Corporation are listed
below with their location, square footage, and the principal pro-
ducts manufactured at each location:

Division,

RegO

RDC

Location

Chicago,
Illinois

Upper Saddle
River, N.J.
and Chicago
Illinois

Anderson Alsip,
Illinois

Floor Area
(Square Feet)

347,000

9,000

29,000

Acreage
(Where
Appl.)

19.2

1.7

Principal
Products

Valves and
Controls

Distribu-
tion Center

Brass
Fittings

Owned
or Leased

Owned (1)

Leased (2)

Owned

(1) See Note 4 of Notes to Financial Statements concerning
a mortgage on this plant.

(2) Comprised of two structures, one owned and located in
Chicago, Illinois adjacent to the RegO Division manu-
facturing facilities, and the other leased and located
in Upper Saddle River, New Jersey for an annual rental
of $33,000.

RegO Division operations are conducted in seven adjacent buildings.
Manufacturing operations are conducted in a single story brick struc-
ture. Two of the remaining six building, which are used for storage
and warehousing of raw material, semi-finished and finished parts,
are of brick construction, and four are metal frame. In total,
243,000 square feet are utilized for manufacturing; 34,000 square
feet for divisional and corporate office space, and 70,000 square
feet are used for storage and warehousing. Manufacturing machinery
and equipment consists of light to medium metal cutting and process-
ing equipment owned by the Company.

Anderson Copper and Brass Division's manufacturing facilities con-
sist of a one-story expandable concrete and steel building. Space
is divided into 27,000 square feet for manufacturing and related
facilities and 2,000 square feet for office functions.

Golconda owns all of the significant machinery and equipment used
in its operations and considers that its plants and equipment,
whether owned or leased, are well maintained, adequately insured,
and with normal additions and improvements, adequate for its pre-
sent and foreseeable requirements.

Golconda Corporation owns or controls through stock interests approx-
imately 2,500 acres of undeveloped mineral properties in the silver
bearing Coeur d'Alene District of Idaho. The Company also owns an
assortment of buildings, sheds, and other pieces of apparatus
connected with discontinued operations of the -Golconda mine closed
in 1957 due to exhaustion of known ore reserves and low metal prices,
These structures do not constitute substantial capital properties.
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ITEM 4 PARENTS AND SUBSIDIARIES

Parent

Cerro Corporation, a New York corporation, which subsequently
merged into Cerro-Marmon Corporation, a Delaware corporation, on
February 24, 1976, located at 39 South LaSalle Street, Chicago,
Illinois 60603, owns 85% of the outstanding voting stock of the
registrant and may be deemed to be a parent of Golcon.da Corporation.

Subsidiaries

Golconda Corporation has various subsidiaries under various names,
all of which in the aggregate as a single subsidiary would not
constitute a significant subsidiary.

ITEM 5 PENDING LEGAL PROCEEDINGS

See Note 8 of Notes to Consolidated Financial Statements.

There are no other pending material le-gal proceedings, other than
ordinary routine litigation incidental to the business to which the
Company or any of its subsidiaries has become a party or of which
any of their property has become the subject.

ITEM 6 INCREASES AND DECREASES IN OUTSTANDING EQUITY SECURITIES

(A) Cumulative Convertible Preferred Stock (Par value $1.00)

Balance December 31, 1974 and 1975 383,157

(B) Common Stock (No par value)

Balance December 31, 1974 and 1975 2.785,595

(C) 7% Convertible Subordinated Debentures due January 1, 1990

Balance December 31, 1974 $4,427,000
Purchased by Company throughout year 263,000

Balance December 31, 1975 $4.164.000

(D) Warrants to Purchase Common Stock @ $14.51 per share,
exercisable from January 15, 1969, expiring
January 15, 1979

Balance December 31, 1974 and 1975 292.467

ITEM 7 APPROXIMATE NUMBER OF EQUITY SECURITY HOLDERS

$1.00 Cumulative Convertible Preferred
Stock, $1.00 par value 660

Common Stock, no par value 1 430

71 Convertible Subordinated Debentures
due January 1, 1990 70S

Warrants expiring January 15, 1979
(Each to purchase one share of
common stock at $14.51 per share) 4
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ITEM 8 EXECUTIVE OFFICERS OF THE REGISTRANT

All officers are elected by the Board of Directors and serve at the
pleasure of the Board. The listing immediately following this para-
graph shows the position with Golconda Corporation of each executive
officer; his age; and an account of his business experience during
the past five years, including the time he has served in his present
position. There is no family relationship between any of the execu-
tive officers of Golconda Corporation.

Gordon Paul Smith (59)

John R. Morrill (59)

Robert C. Gluth (51)

Thomas L. Seifert (35)

David R. Nomura (32)

Charles B. Cranford (38)

Chairman of the Board of Directors
since June 1974.

President and Chief Executive Officer
(February 1972 to June 1974). Chairman
of the Executive Committee in 1971 and
a Director since September 1970.

President and Chief Executive Officer
since May 1975 and a Director since
June 1975.

Prior to joining Golconda, Mr. Morrill
was Senior Vice President with Automation
Industries (1971-1975) and Chairman and
President of UMC Industries (1968-1971).

Vice President and Director since
December 1975.

Mr. Gluth has been a Vice President
of The Marmon Group, Inc. (Michigan)
since February 1970, Vice President
of GL Corporation since 1972 and Vice
President of Cerro Corporation since
May 1975.

Secretary and General Counsel since
December 1975.

Mr. Seifert has been Associate General
Counsel and Assistant Secretary for
Cerro Corporation since October 1975.
Prior to joining Cerro, Mr. Seifert was
Associate General Counsel for Canteen
Corporation (April 1973 to October 1975)
and an attorney with Standard Oil Company
(December 1970 to April 1973).

Treasurer since October 1975.

Prior to joining Golconda, Mr. Nomura
was an Audit Manager with the firm of
Coopers § Lybrand in Chicago with which
he was employed since June 1965.

Vice President-Controller since
January 1974.

Controller of both the Corporation and
RegO Division since January 1973. Prior
to joining Golconda, he served as divi-
sion controller and in other accounting
assignments for the AMF Corporation.
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Wray Featherstone (63)

Donald V. Ytterberg (49)

Vice President and Director, which
positions have been held for more than
five years.

President of Golconda Mining Corporation
since 1972.

Vice President since December 1972.

Mr. Ytterberg was a Vice President of
the Anderson Copper and Brass Company
i.rv,on it was acquired by Golconda in
July 1972 and was named President of
Anderson in January 1974.

ITEM 9 INDEMNIFICATION OF DIRECTORS AND OFFICERS

Article VI, Section 1, of the Bylaws of the Company entitled "Indemnifi-
cation of Directors and Officers" reads as follows:

"Any present or future director or officer, or the executor, admini-
strator or other legal representative of any such director or officer,
shall be indemnified by the corporation against reasonable costs, ex-
penses (exclusive of any amount paid to the corporation in settlement),
judgments, -fines, amounts paid in settlement of any action, suit or
proceedings, and counsel fees paid or incurred in connection with any
action, suit or proceeding to which legal representative may here-
after be made a party by reason of his being or having been such
director or officer; provided, (1) said action, suit or proceeding
shall be prosecuted against such director or officer or against his
executor, administrator or other legal representative to final
determination, and it shall not be finally adjudged in said action,
suit or proceedings that he had been derelict in the performance
of his duties as such director or officer, or (2) said action,
suit or proceeding shall not be settled or otherwise terminated as
against such director or officer or his executor, administrator or
other legal representative without a final determination on the merits,
and it shall be determined that such director or officer had not in
any substantial way been derelict in the performance of his duties as
charged in such action, suit or proceeding, such determination to be
made by a majority of the members of the board of directors who were
not parties to such action, suit or proceeding, though less than a
quorum, or by any one or more disinterested persons to whom the
question may be referred by the board of directors. For purposes
of the preceding sentence: (a) "action, suit or proceeding" shall
include every action, suit or proceeding, civil, criminal or other;
(b) the right of indemnification conferred thereby shall extend to
any threatened action, suit or proceeding and the failure to institute
it shall be deemed its final determination; (c) the termination of an
action, suit or proceeding by a plea of nolo contendere or other like
plea shall not constitute a final determination on the merits; (d) a
judgment of conviction in any criminal action, suit or proceeding
shall not constitute a determination that the person so convicted has
been derelict in the performance of his duties if it is determined by
a majority of the members of the board of directors who were not a
party thereto, though less than a quorum, or by one or more disinter-
ested persons in the manner provided in the preceding sentence that
the person so convicted acted in good faith, for a purpose which he
reasonably believed to be in the best interests of the company and
that he had no reasonable cause to believe that his conduct was un-
lawful; and (e) advances may be made by the company against costs,
expenses and fees as, and upon the terms, determined by the board
of directors. The corporation shall indemnify an employee who is
not an officer to the same extent that it does an officer. The
foregoing right of indemnification shall not be exclusive of any
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other rights to which any director or officer may be entitled as a
matter of law or which may be lawfully granted to him; and the in-
demnification hereby granted by the company shall be in addition to
and not in restriction or limitation of any other privilege or power
which the corporation may lawfully exercise with respect to the in-
demnification or reimbursement of directors, officers or employees."
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V-

ITEM 10

GOLCONDA CORPORATION AND SUBSIDIARIES

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

December 31, 1974 and 1975

Report of Independent Accountants

Financial Statements-
Consolidated Balance Sheet
Consolidated Statement of Operations and Notes Thereto
Consolidated Statement of Retained Earnings
Consolidated Statement of Additional

Contributed Capital
Consolidated Statement of Changes in

Financial Position

Notes to Consolidated Financial Statements

Schedules

V - Property, Plant and Equipment
VI - Accumulated Depreciation, Depletion

and Amortization of Property, Plant
and Equipment

VII - Intangible Assets, Deferred Research
and Development Expenses, Preoperating
Expenses and Similar Deferrals

XII - Reserves

XVI - Supplementary Income Statement Information

Exhibit I - Calculation of Earnings Per Share
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Schedules not included above are omitted as either not applicable
or not required or the required information is included in Notes
to Consolidated Financial Statements.

The individual financial statements of the Registrant are omitted
because consolidated financial statements are filed and because
the Registrant is primarily an operating company and all subsi-
diaries included in the consolidated financial statements are
totally-held subsidiaries.
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and
Board of Directors

Golconda Corporation

We have examined the consolidated balance sheets of Golconda
Corporation -(a subsidiary of Cerro Corporation) and its subsidiaries
as of December 31, 1975 and 1974 and the related consolidated state-
ments of operations, of retained earnings, of additional contributed
capital, appearing elsewhere herein, and of changes in financial
position and schedules for the years then ended. Our examinations,
were made in accordance with generally accepted auditing standards
and accordingly included such tests of the accounting records and
such other auditing procedures as we considered necessary in the
circumstances.

In 1973, the accounting profession changed the criteria for
determining the types of items to be reported as extraordinary items,
and accordingly, the Company has reflected these changes in its 1975
and 1974 Consolidated Statements of Operations, as described in
Note E to the Consolidated Statements of Operations.

In our opinion, the consolidated financial statements examined
by us present fairly the financial position of Golconda Corporation
and its subsidiaries at December 31, 1975 and 1974, the results of
their operations and the changes in their financial position for;
the fiscal years then ended, in conformity with generally accepted
accounting principles consistently applied during the period and on
a basis consistent with that of the preceding year except for the
change, with which we concur, referred to in the preceding paragraph.

Price Waterhouse & Co

Chicago, Illinois
February 2, 1976

F-2
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1974 and 1975

ASSETS
CURRENT ASSETS 1974 197S

$ 1,827,000 $ 26,000

Certificates of Deposit - 3,000,000

Commercial Paper - 4,550,000

Notes and Accounts Receivable less allowance
for doubtful receivables(1974- $268,000;
1975 - $291,000) (Note B) (Schedule XII) 5,556,000 5,178,000

Note Receivable from Cerro Corporation,
including interest (Note 2) 9,242,000

Inventories (Notel) (Schedule XII) 17,518,000 10,775,000

Income Taxes (Note 1)
Refund Receivable - 462,000
Prepaid „ 1,390,000

Prepaid Expenses and Sundry Deposits 82,000 169,000

Investments Held for Sale-at estimated
realizable value (Note 2) - 250,000

Assets of Businesses Held for Sale-at
estimated realizable value (Notes 7 and C) 4,660,000 715.000

Total Current Assets 38,885.000 26.515.000

INVESTMENTS - at cost less reserve of
$175,000 for value decline (Note 2)
(Schedule XII) 613.000 -

PROPERTY. PLANT AND EQUIPMENT - at cost
(Notes 1 and 4) (Schedules V and VI)

Buildings and Improvements 3,396,000 2,947,000

Machinery, Equipment and Tools 12,356,000 7,089,000

Office Furniture and Fixtures 409,000 256,000
16,161,000 10,292,000

Less-Accumulated Depreciation (8,084.000) (5,680,000)
8,077,000 4,612,000

Land 839.000 598.000

8.916.000 5.210.000

OTHER ASSETS
Excess of Cost over underlying equity of net

assets acquired (Notes 1 and B) (Schedule VII) 3,135,000 3,135,000

Deferred Debt Expense - less amortization on the
bonds outstanding method (1974 - $160,000;
1975 - $74,000) 410,000 336,000

Su"dry 297.000 87.000
3.842.000 5,558,000

TOTAL ASSETS $52.256.000 $55.283.000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1974 and 1975

LIABILITIES
CURRENT LIABILITIES 1974 , ^7^
Current Maturities of Long-Term Debt (Note 4) $ 80,000 $ 89,000,.

Notes Payable - Banks(Note 3) 8,000,000

Accounts Payable 1,989,000 1,529,000

Accounts Payable - Parent ' 363,000 741,000

Income Taxes (Note 1)

Currently Payable 1,420,000

Deferred 1,136,000

Accrued Liabilities
Salaries, Wages, etc. 193,000 160,000

Property and Payroll Taxes 315,000 245,000

Interest 79,000 1,000

Employee Benefits 181,000 122,000

Other 56.000 401,000
Total Current Liabilities 13,812.000 3.288,000

LONG-TERM DEBT (Note 4) 7,058.000 6,706.000

DEFERRED INCOME TAXES (Note 1) 964.000 565.000

COMMITMENTS AND CONTINGENT LIABILITIES(Notes 5 and 8 ) -

STOCKHOLDERS' EQUITY (Notes 4 and 6)
Capital Stock

Preferred(Redemption and liquidation value-
1974 and 1975 - $14,368,000) 383,000 383,000

Common 774,000 774,000

Additional Contributed Capital 5,674,000 5,674,000

Retained Earnings 24.111.000 18.413.000
30,942,000 25,244,000

Less Treasury Stock - at cost 520.000 520,000
50.422.000 24,724,000"

TOTAL LIABILITIES AND STOCKHOLDERS' EQUITY $52,256.000 $35.283.000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

For the Years Ended December 31, 1974 and 1975

1974 1975
WORKING CAPITAL PROVIDED BY (USED IN) OPERATIONS

Earnings(Loss) from continuing operations $ 7,476,000 $(4,580,000)
Loss from discontinued operations (1,915,000) (735,000)

Add(deduct) items not requiring outlay of
working capital:
Depreciation 1,192,000 936,000
Amortization of deferred expenses 153,000 74,000
Deferred income taxes (189,000) (399,000)
Cost of investments sold 2,382,000
Reduction in carrying value of investments 175,000 363,000
Writeoff of excess cost over underlying

equity of net assets acquired 1,240,000
Writedown of advances to and investments '•,-«-;-:--

in foreign joint ventures - 227,000
Other' 237.000 20.000

Working capital provided from (used in)
operations 10,751.000 (4,094.000)

OTHER WORKING CAPITAL PROVIDED
Reduction of long-term investments - 250,000
Net fixed assets sold or retired

Discontinued Operations - 747,000
Golconda Metals Division - 960,000

Net fixed assets transferred to assets held
for sale:
Discontinued Operations 1,695,000
Golconda Metals Division - 1,249,000
Gauge Assets - 250,000

Reduction of long-term notes receivable 298,000
Increase in working capital for December

1973 (Note A) ' 405.000 -

Working capital provided by other than
operations 2.598.000 3.456.000

DISPOSITIONS OF WORKING CAPITAL
Net additions to property, plant and

equipment 1,890,000 456,000
Reduction of long-term debt 3,098,000 352,000
Preferred cash dividends 383,000 383,000
SundrX (5.000) 17.000

Dispositions of working capital 5.366.000 1.208.000

INCREASE(DECREASE) IN WORKING CAPITAL

(continued)

F-5
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OF CHANGES

IN FINANCIAL POSITION

For the Years Ended December 31, 1974 and 1975

INCREASES(DECREASES) IN ELEMENTS OF WORKING
CAPITAL

Cash and certificates of deposit
Commercial paper
Notes and accounts receivable - net
Inventories
Income taxes
Prepaid expenses and sundry deposits
Investments held for sale
Net assets of businesses held for sale

Net increase (decrease) in current assets

Current maturities of long-term debt
Notes payable
Accounts payable
Income taxes
Accrued liabilities

Net increase(decrease) in current
liabilities

INCREASE (DECREASE) IN WORKING CAPITAL

13 Months
Ended December

31, 1974
(Note A)

$ 598,000

5,885,000
(2,196,000)

(107,000)

4.660.000

8,840,000

(816,000)
4,365,000
(3,336,000).
1,678,000
(834.000)

1.057.000

$7.783,000

December 31
1975 :

$ 1,199,000
4,550,000
(9,620,000
(6,743,000
1,852,000

87,000
250,000

(3,945,000

(12,570.000

9,000
(8,000,000

(82,000'
(2,556,000'

105,000

(10.524.OOP:

$(1,846,000]

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 1974 and 1975

Note 1: SUMMARY OF ACCOUNTING POLICIES

CONSOLIDATION - All operating subsidiaries are consolidated and
significant inter-company transactions have been eliminated,

NOTE REFERENCES - In the accompanying financial statcmw.^-, --̂ 'liJ
betic note references are to Notes to Consolidated Statement of
Operations included elsewhere herein.

INVENTORIES - Inventories are stated at the lower of cost (deter-
mined by the first-in, first-out method) or market. Inventories
are comprised of the following:

(In Thousands )
1973 1974 1975

Finished Goods and Work in
Process

Raw Materials and Supplies

Total

$16,598

5.718

$20,316

$14,685

2.833

$17,518

$ 9,134

1.641

$10.775

INVESTMENTS - Golconda carries its investments in mining companies at
the lower of cost or estimated realizable value. Gains or losses on
sales are determined based on the average cost of securities.

DEPRECIATION - For financial reporting purposes, the Company computes
depreciation principally on a straight-line basis over the estimated
useful life of the assets. The estimated service lives and methods
used in determining depreciation are as follows:

Description

Buildings and improvements
Machinery
Furniture and fixtures
Land improvements

Service Lives

5 to 50 years
5 to 20 years
5 to 20 years

15 to 20 years

Method of Depreciation

Straight-line
Straight-line
Straight-line
Straight-line

Maintenance and repairs are charged to operations as incurred. Better-
ments and major renewals are capitalized. Upon sale or disposition of
properties, the asset account is relieved of the cost, the accumulated
depreciation account is relieved of the depreciation taken prior to the
sale and any resultant gain or loss is reflected in earnings.

INCOME TAXES - Provision is made for deferred taxes which arise primarily
from the use for tax purposes of accelerated depreciation methods and
the installment sales method for investment income. Prepaid income
taxes arise from provisions not currently deductible for tax purposes,
principally related to inventory and assets of businesses held for sale.
Available investment tax credits are accounted for under the "flow-
through" method. In 1974 the amount available was $43,000. In 1975 the
amount available was $46,000, but recapture amounted to $61,000, re-
sulting in a net investment tax credit recapture of $15,000. The in-
vestment tax credit and the effect of the use of a Domestic International
Sales Corporation resulted in Federal income tax provision reductions
of $180,000 and $25,000 in 1974 and 1975, respectively.
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Effective June 3, 1974, Golconda was included in the consolidated
Federal tax return of Cerro Corporation. Under the terms of Golconda "s
tax sharing agreement with Cerro , Federal income taxes are computed
as if Golconda and its subsidiaries continued to file a separate con-
solidated return and liabilities are remitted to and benefits and
refunds obtained on this basis from Cerro. State income tax returns
are filed on an individual company basis.

RESEARCH AND PRODUCT DEVELOPMENT COSTS - Research and product devel-
opment costs are expensed as incurred.

EXCESS OF COST OF ACQUIRED COMPANIES OVER EQ"T>rv - Th*. amount shown
on the balance sheet arose prior to fiscal year 1971 and is not
being amortized because, in the opinion of management, there has
been no diminution of value.

PENSION PLANS - Unfunded past service costs are being funded on
a thirty-year basis; current costs are being funded as accrued.

Note 2: INVESTMENTS

At December 31, 1974 and 1975, investments were comprised of the
capital stock of mining companies as follows:

1974 1975

Alice Consolidated
Mines, Inc. (54% owned)
(4,308,020 shares in
1974 and 1975)

Other

Reserve

Writedown to estimated
realizable value (b)

Balance

$399,000

389,000

(175,000)

Quoted
Market
Price (a)

$1,508,000

388,000

Balance

Quoted
Market
Price (a)

$399,000 $

389,000

(538.000)

819,000

255,000

$613,000 $1,896.000 $250.000 $1.074.000

(a) The quoted market prices in the various stocks result from limited
and very small share quantity transactions and management believes they
are not representative for large block and controlling interest trans-
actions.

(b) It is the Company's intention to dispose of these investments in
1976, and accordingly, their carrying value has been reduced to manage-
ment's estimate of realizable value.

The primary asset of Alice Consolidated Mines, Inc. (Alice), 51% of
total investments , is 1,109 acres of mining properties which, until
June 1975, had been undergoing exploration and development by another
mining company under an agreement in which Golconda also participated.
All exploration and development of these properties has ceased due
to lack of sufficient mineralization to warrant further development
effort. Management believes that the value of Alice has been per-
manently impaired by the cessation of such exploration and development.
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Earnings (loss), before income taxes, from investments for the years
ended December 31, 1974 and 1975 are summarized below:

1974 1975

Net gain on sale of Hecla Mining
Company stock

Shares sold to Cerro $ 8,033,000

Shares sold to others 7.508,000

Expenses, principally for adminis-
tration of properties (100,000) $( 71,000)

V,.

Reserve for value decline of
certain investments (175.000) (363.000)

Investment earnings (loss)
before income taxes $10.266.000 $(434.000)

The sale of Hecla stock to Cerro was completed on a basis which resulted
in Golconda receiving $916,651 in cash and $9,000,000 in a 2-1/2 year
promissory note of Cerro with interest at 110% of the prime rate. On
January 24, 1975 the note was prepaid by Cerro together with accrued
interest.

Note 3: SHORT-TERM DEBT

The $8,000,000 note payable to bank at December 31, 1974 arose in
conjunction with the sale of Hecla shares (see Note 2) and, although
originally a long-term borrowing, was classified as short-term in the
1974 balance sheet because the proceeds of the Cerro note receivable
(see Note 2) were used to retire this obligation on January 25, 1975.

Note 4: LONG-TERM DEBT

Long-term debt at December 31, 1974 and 1975 is comprised of the
following (in thousands):

1974 1975

7% convertible subordinated
debentures due January 1, 1990 $4,427 $4,164

10% first mortgage note payable
in monthly installments of
$28,975 including interest,
final payment due April 1, 1990 2.711 2,631

7,138 6,795

Less current maturities 80 89

$7.058 $6.706

The aggregate amounts of long-term debt maturing in each of the five
years subsequent to December 31, 1975 are as follows:

1976 $ 89,000
1977 98,000
1978 247,000
1979 444,000
1980 457,000
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The 7% convertible subordinated debenture agreement contains certain
covenants, the most restrictive of which provide, among other things,
that the Company:

Will maintain consolidated net working capital of $10,000,000.
At December 31, 1975, consolidated net working capital was
$23,227,000.

Will not pay cash dividends or acquire for cash any shares
of its stock in excess of $1,000,000 plus its cumulative
consolidated net income after November 30, 1969. At December 31,
1975, retained earnings in the amount of $4,558,000 were free
of such restrictions.

In connection with the 7% subordinated note agreements, the Company
has issued warrants entitling the holders thereof to purchase, at a
price per share of $14.51, up to 292,467 shares of the Company's
common stock. These warrants expire January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at
the Company's option at prices ranging from 104.0% in 1976 to 100%
in 1984; that annual sinking fund payments of $325,000 are required
beginning in 1976 (such payments can be reduced by the principal
amount of debentures acquired by the Company or converted into
common stock, and as a result, all of the 1976 and 1977 install-
ments and all but $139,000 of the 1978 installment have already
been satisfied), that the Company has an option to make additional
annual payments of $325,000 and that the debentures are convertible •
into shares of common stock at a conversion price of $10.67 per share
(subject to non-dilution provisions).

Note 5: PENSION PLANS

The Company has two pension plans covering substantially all employees,
The charges to continuing operations for the cost of the pension plans
for the years ended December 31, 1975 and 1974 were $355,000 and
$381,000, respectively.

In connection with the sale of the Bastian-Blessing Division (see
Note B), the buyer agreed to assume all liabilities for pension
benefits of Bastian-Blessing employees and the Company agreed to
transfer to the buyer the pension fund assets attributable to Bastian-
Blessing employees. This distribution of pension plan assets is ex-
pected to be concluded and approved by the Internal Revenue Service
during 1976 and a current actuarial study will be completed at that
time. As of the date of the latest actuarial valuations (December 1,
1974), the actuarially computed value of the unfunded vested benefits
and unfunded prior service cost for the continuing plans exceeded
the total of the pension fund assets and balance sheet accruals by
approximately $2,900,000 and approximately $3,700,000, respectively.

The Company's actuary has determined that the Employee Retirement
Income Security Act of 1974 is not expected to have a significant
effect upon the cost of the Company's pension plans.

Nate 6: CAPITAL STOCK

Preferred stock consists of 934,406 authorized shares of $1.00 par
value, of which 383,157 shares are issued and outstanding at
December 31, 1975.

The preferred stock is entitled to a preferential cumulative annual
dividend at a rate of $1.00 per share. The shares are redeemable
at the option of .the Company at $37.50 per share plus unpaid cumu-
lative dividends. The aggregate redemption and liquidation value
at December 31, 1975 is $14,368,387. The preferred stock has liqui-
dation rights over the common stock in any final distribution and
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is entitled to one vote for each share held.

The preferred shares are convertible into common shares at the
option of the holder at the rate of one and one-half shares common
stock for each preferred share held. This conversion rate is subject
to non-dilution provisions.

Common stock consists of 7,500,000 authorized shares, without par
value, of which 2,785,595 shares are outstanding. At December 31,
1975, 1,282,1C3 shares of authorized but unissued common shares
have been reserved ac f_l" :: 57^,775 shares upon conversion of
preferred stock; 414,901 shares upon conversion of the 7% conver-
tible subordinated debenture (Note 4); 292,467 shares upon exer-
cise of warrants for the purchase of common stock (Note 4). At
December 31, 1975, there are 71,250 shares of common stock held
in treasury.

During 1974, Cerro Corporation acquired 2,411,325 common shares and
281,635 preferred shares representing 86.6% and 73.5% of the total
outstanding, respectively.

An analysis of the transactions during the thirteen months ended
December 31, 1974 affecting preferred and common stock, additional
contributed capital and treasury stock follows:

Additional
Preferred Common Contributed Treasury

Stock Stock Capital Stock

Balance at
November 30, 1973 $383,212 $773,647 $5,673,539 $(519,600)

Conversion of 55 shares
of preferred stock
into 82 shares of
common stock (55) 55

Balance at
December 31, 1974 $383.157 $773.702 $5.673.539 $(519.600^

There was no activity during the year ended December 31, 1975.

Note 7: NET ASSETS OF BUSINESSES HELD FOR SALE

The balance at December 31, 1974 represents the net assets of the
Bastian-Blessing Division (principally receivables, inventory and
property, plant and equipment) which was sold in February, 1975.

The December 31, 1975 balance consists principally of the property,
plant and equipment of the Golconda Metals Division (see Note C).

Note 8: CONTINGENT LIABILITIES

The Company is one of 35 defendants in an alleged class action by
a shareholder of United States National Bank of San Diego, in
Fred H. Harmsen, et al vs. C. Arnholt Smith, et al, filed on October
29, 1973, in the United States District Court for the Southern Dis-
trict of California. The plaintiff purports to be acting in a de-
rivative capacity on behalf of the shareholders of the bank. The
complaint seeks damages and other relief on behalf of the shareholders
of the bank on account of alleged violations of federal securities
laws, illegal loans, improper acts of the bank's directors, and con-
spiracy to commit the foregoing acts and fraud.
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In the opinion of the Company and outside counsel, the exposure of
Golconda Corporation to any liability seems very remote in that the cor-
poration's only connection with the United States National Bank or
with C. A. Smith is that some of Golconda Corporation's stock was at
one time possessed by one of the Smith-dominated corporations. There
have not been any material transactions between the Company and the
other defendants and the United States National Bank of San Diego,
and it is management's opinion that there are no facts, nor have any
been specifically alleged relating to Golconda warranting inclusion
of the Company in the complaint. An identical class action suit was
filed by plaintiff in the Superior Court in and for the County of
San Diego to toll the statute of limitations in the State Court, but
to date this auxu nets noi. /el been formally served upon Golconda
Corporation.
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GOLCONDA CORPORATION AND SUBSIDIARIES

SCHEDULE VII

INTANGIBLE ASSETS, DEFERRED RESEARCH AND DEVELOPMENT
EXPENSES, PRE-OPERATING EXPENSES AND SIMILAR DEFERRALS

EXCESS OF COST OVER UNDERLYING EQUITY OF NET ASSETS ACQUIRED

Balance at Additions Balance at
Beginning at Other End of

Description of Period Cost Deductions Changes Period

.̂

fear

year

Ended

Ended

12/31/75

12/31/74

$3,135

$4,375

,000

,000

$ - '

$

$

$u (A)
,240,000)

$

$

$3

$3

,135

,135

,000

,000

(A) Written off in connection with sale of division.
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GOLCONDA CORPORATION 5 SUBSIDIARIES

SCHEDULE XII

RESERVES

Balance at
Beginning
of Period

Charged
Costs and
Expenses Deductions

Balance at
End of
Period

Continuing Operations

Allowance for Doubtful
Receivables

Year Ended 12/31/75

Year Ended 12/31/74

Inventory Valuation
Reserve

Year Ended 12/31/75

Year Ended 12/31/74

Reserve for Decline in
Market Value of
Investments

Year Ended 12/31/75

Year Ended 12/31/74

Discontinued Operations

Allowance for Doubtful
Receivables

Year Ended 12/31/75

Year Ended 12/31/74

$256,000

$ 55,000

$ 291,000

$ 237,000 $(36,000) (B) $ 256,000

$ 322,000 $(287,000)

$1,260.000 $(510.000)

$ 900,000 $

$1.650,000

$ 900,000

$(175.000) (C) $

$ 98.000

$ 29.000

$ $ (98.OOP)(A) $

$ 119.000 $ (50.000)(B) $ 98,000(0)

(A) Included with assets of divisions sold.
(B) Uncollectible accounts written off, net of recoveries.
(C) Included as part of the writedown to net realizable value in 1975.
(D) Balance includes $12,000 for Pioneer Astro Industries Division contracts

business and $86,000 for Bastian-Blessing Division.
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GOLCONDA CORPORATION AND SUBSIDIARIES

SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

Year Ended
12/31/75 12/31/74

Continuing Operations

Maintenance § Repairs

Depreciation of Property,
Plant § Equipment

Taxes Other Than Income Taxes:
Real Estate § Personal

Property

Payroll

Sundry

Total Taxes

Rents

Discontinued Operations

Maintenance § Repairs

Depreciation of Property,
Plant § Equipment

Taxes Other Than Income Taxes:
Real Estate § Personal

Property

Payroll

Sundry

Total Taxes

$ 528,000 $ 697,000

$ 936.000 $ 829.000

$ 250,000

425,000

14,000

$ 689.000

$ 273,000

$ 307,000

692,000

1,000

$1,000.000

$ 182.000

$ 295,000

589,000

6.000

$ 890.000

F-17
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P A R T II

Part II will not be filed at this time pursuant to General
Instructions H which permits omission if a proxy statement is filed
not later than 120 days after the close of the fiscal year.

S I G N A T U R E S

Pursuant to the requirements of the Securities Exchange Act
of 1934, Golconda Corporation has duly caused this Annual Report
to be signed on its behalf by the undersigned thereunto duly
authorized.

GOLCONDA CORPORATION

by: David R. Nomura
Treasurer

DATE:
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SECURITIES AND EXCHANGE COMMISSION
Washington, O.C. 20549

FORM 10-K

ANNUAL REPORT PURSUANT TO SECTION 13 or 15(d) OF
THE SECURITIES EXCHANGE ACT OF 1934

For the Year Ended
December 31, 1976

Commission File Number
1-848

GOLCONDA CORPORATION
(Exact name of registrant as specified in its charter)

Idaho
(State or other jurisdiction of
incorporation or organization)

82-0122540
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Identification Number)

39 South LaSalle Street, Chicago, Illinois
(Address of principal executive offices)

60603
(Zip Code)

Registrant's telephone number, including area code (312) 372-9500

Securities registered pursuant to Section 12(b) of the Act:

Title of Each Class
$1.00 Cumulative Convertible

Preferred Stock
Common Stock

Name of Each Exchange on Which Registered

Pacific Stock Exchange
Pacific Stock Exchange, Spokane Stock

Exchange and Intermountaln Stock Exchange

Securities registered pursuant to Section 12(g) of the Act:

Title of Class
7% Convertible Subordinated Debentures Due January 1,1990

Indicate by check mark whether the registrant (1) has filed all reports required to be filed by
Section 13 or 15(d) of the Securities Exchange Act of 1934 during the preceding 12 months
(or for such shorter period that the registrant was required to file such reports), and (2) has
been subject to such filing requirements for the past 90 days.
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Indicate the number of shares outstanding of each of the issuer's classes of common stock,
as of the close of the period covered by this report

Common stock outstanding as of December 31,1976:
2,774,392 shares without par value
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ITEM 1 - BDSINESS

Golconda Corporation (Golconda) presently operates in one principal
area of interest — controls and related equipment. In 1975, Golconda
decided to terminate its participation and dispose of its investments in
mining companies. This was accomplished in 1976.

In February 1975, Golconda sold its division which was engaged in
the design, manufacture and marketing of modular and custom kitchen, cafeteria
and restaurant equipment.

In April 1975, Golconda sold the contracts business of a division
which was engaged in the engineering and manufacturing of precision components
and assemblies for use in aerospace vehicles, military and commercial aircraft
and computers.

In May 1975, Golconda discontinued operations of its division which
was engaged in recycling brass scrap from the\other manufacturing divisions
into machining cod and forgings.

Through its RegO Division (RegO), Golconda designs, develops, manufactures
and markets: (a) pressure regulators, valves and other control equipment
for LP-gas and anhydrous ammonia; (b) pressure regulators, cylinder valves,-
manifolds and other control equipment for compressed gases; (c) gas welding
and cutting equipment, and (d) pneumatic control devices for the fluid
power industry. A common.characteristic of RegO products is the control
or regulation of the flow of gases either into or out of containers in which
the gases are stored, or into piping systems. RegO products are designed
for a wide variety of gases and temperature and pressure extremes. Products
for use with cryogenic gases are required to withstand temperatures as low as
minus 320 degrees F. Depending on the application, RegO equipment is designed
to regulate pressure up to 3,000 pounds per square inch.

RegO products are sold nation-wide and, to a limited extent, abroad.
Sales are made by a combination of eleven full-time RegO salesmen and five-
hundred fifty-one distributors located primarily in the United States.
In 1976, the largest customer of this division accounted for approximately
12% of its sales and its five largest customers for about 32% of its sales.

Through its Anderson Copper and Brass Division (Anderson), Golconda
manufactures and markets a line of fittings for use with copper tubing.
Included in the product line are flared fittings, compression fittings,
inverted flare, double compression and brass pipe fittings, as well as
garden hose and air hose fittings. A catalog of standard items is issued,
but orders are solicited for special items of a related nature. Designed
for use with a variety of gases and liquids, the primary application is
in the plumbing industry.

Brass fittings manufactured by Anderson are sold on a nation-wide
basis by thirty manufacturer's agents who serve approximately two thousand
accounts. A limited amount of sales are abroad. In 1976, the largest
customer of the division accounted for approximately 5% of its sales and its
five largest customers accounted for about 16% of its sales.
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Competition

Golconda is subject to intense competition from a large number of
firms. Competition varies from older and larger firms having greater financial
resources than Golconda to small local and regional competitors which have
advantages deriving from proximity to local markets. RegO's principal
market is the LP-gas industry, and RegO is a significant supplier of LP-
gas equipment.

Backlog

As of December 31, 1976, Golconda's backlog of orders totalled $5,645,000,
all of which are expected to be filled in 1977. At December 31, 1975 backlog
amounted to $3,323,000. Backlog amounts are not necessarily indicative
of sales for subsequent periods because of the short lead time between
receipt of order and delivery.

The business is directly affected by general business conditions,
especially those involving the petroleum and construction industries.

Materials

Raw materials and components used by Golconda in its manufacturing
operations are available from more than one supplier, although it may obtain
certain parts and materials from a single source and supplier.

Research and Development

The dollar amount of expenditures during the last two fiscal years
relating to the development of new products or the improvement of existing
products was not material.

Number of Employees

Golconda has approximately 700 full-time employees, of which 190 are
in executive, managerial, professional, office and clerical positions and
the balance of 510 consists of factory, warehouse and other production
related personnel.

Environmental Matters

Golconda is subject to environmental regulation by federal, state
and local authorities. There are no known material expenditures required
of Golconda for pollution control equipment under applicable environmental
laws.

Line of Business Information

Golconda1s continuing manufacturing operations are, and have been
for the last five years, engaged in only one line of business — the production
and sale of controls and related equipment.
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ITEM 2 - GOLCONDA CORPORATION AND SUBSIDIARIES

CONSOLIDATED STATEMENTS OP OPERATIONS, RETAINED
EARNINGS AND ADDITIONAL CONTRIBUTED CAPITAL

The following consolidated statements of operations, retained earnings
and additional contributed capital for the years ended December 31, 1976
and 1975 have been examined by certified public accountants whose reports are
included elsewhere herein. The consolidated statements for the two years
ended November 30, 1973 and the year ended December 31, 1974 are not reported
on herein by certified public accountants.

CONSOLIDATED STATEMENT OP OPERATIONS
(In thousands except per share data)

Year Ended
December 31, November 30,

Continuing operations:
Net sales from manufacturing
operations (B)
Cost of goods sold (1)
Gross profit from
manufacturing operations

Selling and administrative
expenses

Interest expense
Interest income
Other (income) expense-net(C)

Income (loss) before income
taxesi
Manufacturing
Investments(2)

Income tax provision
(benefit) (D) and (1):
Current
Deferred

Income (loss) froa continu-
ing operations

Discontinued operations (B)i
Income (loss) froa operations
Loss on sales of divisions
Income (loss) froa discontin-

ued operations
Net income (loss)
Net income applicable to
preferred stock dividend

Net income (loss) applicable
to coonon stock

1976 1975 1974 (A) 1973 1972
(Not covered by reports of

certified public accountants)

$ 26,809 $ 21,481 $ 31,059 9 33,011 $ 26,838
21,618 19,308 24,078 23,540 19,376

5,191

374
(184)
190

(493)
588
95

95

95

381

2,173 6,981 9,471

(4,522)
(434)

616
10,266

3,456
1,668

(4,956) 10,882

2,694
(3,070)
(376)

(4,580)

(735)

5,124

1,643
1,763
3,406

7,476

275
(2,190)

(735) (1,915)
5,561

383

(5,315)

383

1,466
SOS

1,971

3,153

48

48
3,201

385

7,462

5,147
601
(580)
(351)

4,817

4,808
715
(492)

1,664
6,695

6,136
1,162
(834)
(99)

6,365

5,643
795
(50)
(373)

6,015

4,349
930
(74)
(478)

4,727

2,735
483

3,218

1,077
316

1,393

1,825

(119)

(119)
1,706

399

$ (286) $ (5,698) $ 5,178 $ 2,816 $ 1,307

(Continued)
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Year Ended
December 31, November 30,

1976 1975 1974 (A) 1973 1972
(Not covered by reports of

certified public accountants)
Net income (loss) per common

share (F):
Primary
From continuing operations -
Manufacturing $ .07 $ (1.00) $ .14 $ .59 $ .53
Investments (.03) (.65) 2.09 .35 .12

.04 (1.65) 2.23 .94 .65
Discontinued operations - (.26) (.57) .01 (.04)

.04 (1.91) 1.66 .95 .61
Less: Preferred dividend

requirement .14 .14 .14

Net income (loss) $ (.10) S (2.05) $ 1.66 $ .95 $ .47

Fully diluted - $ (.10) $ (2.05) $ 1.52 9 .89 $ .47

Weighted average common
shares outstanding 2,781 2,785 2,785 2,785 2,785

Weighted average common
shares and, where applicable,
equivalents for income per
common share calculation:
Primary 2,781 2,785 3,360 3,365 2,785

Fully diluted 3,776 3T793

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES

NOTES TO CONSOLIDATED STATEMENTS OF OPERATIONS, RETAINED EARNINGS

AND ADDITIONAL CONTRIBUTED CAPITAL

Information with respect to the years ended December 31, 1974,
November 30, 1973 and 1972 is not covered by the certified public accoun-
tants' reports included elsewhere herein.

In the accompanying financial statements numeric note references are
to Notes to Consolidated Financial Statements included elsewhere herein.

Golconda Corporation (Golconda) is a subsidiary of Cerro-Marmon
Corporation (Cerro-Marmon) (Cerro Corporation (Cerro) prior to acquisition
of Cerro by Cerro-Marmon on February 24, 1976).

(A) CHANGE OF FISCAL YEAR

During 1974, Golconda changed its fiscal year-end to December 31 to
conform to the year-end of its parent company. December 1973 operating
results, net of taxes of $47,000, have been credited directly to retained
earnings and are summarized below (in thousands):

Net sales:
Continuing operations $ 1,981
Discontinued operation* 1,310

$ 3,291

Net income (loss):
Continuing operations -
Manufacturing $ (60)
Investments 382

322
Discontinued operations (43)

$ 279

(B) DISCONTINUED OPERATIONS

(1) In February 1973, Golconda entered into an agreement to sell the
Bastian-Blesaing Division (B-B). A $2,190,000 provision for loss on the
sale, compriMd of the write-off of $1,240,000 of goodwill applicable to
B-B and a $950,000 loss on disposal of net assets, net of a $950,000 tax
benefit, was reflected in the financial statements for the year ended
December 31, 1974. The final agreed cash price amounted to $3,850,000
and resulted in an actual loss of $2,406,000. The additional loss of $216,000,
net of a tax benefit of $146,000, was recorded in 1975.

(2) In April 1975, Golconda entered into an agreement to sell the
Pioneer Astro Industries Division (PAI) contracts business. The final agreed
cash price of $1,184,000 resulted in a $519,000 loss, net of a tax benefit of
$487,000. The loss included estimated liabilities resulting principally from
the buyer's default on a building lease. Golconda has instituted legal
proceedings in an attempt to recover losses resulting from the default.

LS 000110
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In the opinion of management, although Golconda has a proper legal position,
collection of a judgment is doubtful; accordingly, the total amount of
the lease obligation through September 1977 was recorded as a loss in
1975.

(3) Following is an analysis of the income (loss) of discontinued
businesses and related loss on disposal (in thousands):

Year Ended
December 31, November 30,
1975 1974 1973 1972

Income (loss) of
discontinued operations:

B-B $ 507 $ 166 $ (13)
Income taxes (benefit) 259 69_ (6)

248 97 £)

PAX contracts business 54 (99) (223)
Income taxes (benefit) 27 (50) (111)

27 (49) (112)
275 48 (119)

(Loss) on sales of
divisions

B-B (net of tax benefits
of $146 in 1975 and $950
in 1974) $ (216) (950)

Goodwill written off
(no tax benefit) (1,240)

PAI contracts business
(net of tax benefit
of $487) (519)

(735) (2,190)

(735) $ (1,915) $ 48 $ (119)

In determining income (loss) of the discontinued B-B operations, B-B
was charged with a portion of corporate administrative expenses which were
charged ratably to B-B and which were not expected to continue and with interest
expense which would have been eliminated and/or earned through the use
of the proceeds of the sale.

In determining Income (loss) of the discontinued PAI contracts business,
PAX contracts business was charged with interest expense which would have
been earned through the use of the proceeds of the sale. Corporate
administrative expenses were not allocated because such expenses were not
expected to be eliminated.
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(C) OTHER TERMINATIONS AND DISPOSALS

(1) In 1975, Golconda ceased operations at its Golconda Metals Division
(GMD) plant in Alsip, Illinois. A $1,178,000 provision for losses incurred
and expected to be incurred in connection with the shut down of this facility
was reflected in 1975 in Other Income and Expense in the Consolidated
Statement of Operations.

The disposal of the GMD properties was completed in 1976 and resulted
in an additional loss of $59,000 which is included in Other Income and
Expense in the Consolidated Statement of Operations.

(2) During 1975, management decided to terminate Golconda1s participation
in the various foreign joint ventures for manufacturing and distributing
liquefied petroleum gas products. A $729,000 loss resulting from the recog-
nition of liabilities related to the terminations and from the write-downs
of Golconda's advances to and investments in these ventures was reflected
in Other Income and Expense in the Consolidated Statement of Operations.

(3) In December 1976, Golconda sold its investments in mining stocks
and related assets to one of Golconda's directors for $175,000. The net
book value of the assets sold was $310,000, including mining stock invest-
ments stated at $250,000, resulting in a loss in 1976 of $135,000. The
mining stocks were originally purchased for $788,000 and were subsequently
written down to an estimated realizable value of $250,000 in 1975. The
write-down was made because, in the opinion of management, the value of
assets underlying these mining stocks had become permanently impaired,
principally as a result of the cessation of exploration and development
at the Alice Consolidated project which comprised 51% of total mining stock
investments. (See Note 2 of Notes to Consolidated Financial Statements.)

During the past two years, several attempts had been made to sell
these mining investments. The transaction was approved by Golconda's board
of directors, with the acquiring director abstaining from voting.

LS

Golc-CDAdm-0110



-10-

(D) INCOME TAXES

Golconda's effective income tax rates for income (loss) from continuing
operations are different from the Federal statutory rates. The following
table analyzes these differences:

1976 1975 1974 1973 1972

Statutory rates - Federal 48.0% (48.0)% 48.0% 48.0% 48.0%

Impact of capital gains
rates on investment
income and losses 2.0 (17.2) (6.2) (3.3)

Impact of ordinary rates on
investment income deferred
until 1975 (a) 30.7

Investment tax credits (3.7) .3 (.4) (2.9) (.7)
Profits of Domestic Inter-
national Sales Corporation (3.2) .2 (1.4) (2.0) (1.1)

State taxes and other 8.9 7.2 2.3 1.6 _ ._±

Effective income tax rate 50.0% (7.6)% 31.3% 38.5% 43.3%

(a) Because of the substantial tax losses incurred in 1975, ex-
cluding deferred investment gains, the previously deferred investment
earnings were effectively taxed at the 48% statutory rate rather
than the 30% capital gains rate provided in prior years.

Tax law allows or requires the determination of taxable income in
a manner different from generally accepted accounting principles. The-
table below reconciles earnings of continuing operations per the accompanying
financial statements to currently payable taxes.
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(In Thousands)
1976 1975 1974 1973 1972

Income (loss) from
continuing operations
before income taxes $ 190 $ (4,956) $ 10,882 $ 5,124 $ 3,218

Investment gains taxable
in different periods due
to use of installment
sales tax treatment (1975
and 1974) and specific
identification costing 8,453 (6,709) (529) (610)

Excess of tax over book
depreciation (145) (200) (308) (310) (226)

Commissions on Domestic
International Sales
Corporation 195 (195) (105)

Losses on write-down
of assets to esti-
mated realizable
value included in
taxable income in
different periods
as realized:

Gauge 374 250
GMD (457) 360 234
Investment in and
advances to foreign
joint ventures (98) 200

Mining investments (538) 363 175

Inventory reserves (717) 750 900

Product liability reserves 166

Other (183) 298 (355) (284) 203
Current taxable
income (loss) $ (1,782) $ 5,642 $ 5,264 $ 3,806 $ 2,480

Current income tax
provision (benefit) $ (493) $ 2,694 $ 1,643 $ 1,466 $ 1,077

The 1976 current income tax benefit and the deferred income tax provision
(at an effective rate of 50%) have each been decreased by $380,000, with no
effect on net income, to reflect the 1975 federal income tax return as filed.
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The provision (benefit) for income taxes consists of:

(In Thousands)
1976 1975 1974 1973 1972

Current:
Federal $ (426) $ 2,061 $ 1,818 $ 1,316 $ 892
State (67) - 111 169 68

Deferred 588 (3.070) 813 505 316

$ 95. $ (1,009) $ 2,742 $ 1,990 $ 1,276

Allocated to:
Continuing Operations $ 95 $ (376) $ 3,406 $ 1,971 $ 1,393
Discontinued
operations (633) (664) 19 (117)

$ 95 $ (1,009) $ 2,742 $ 1,990 $ 1,276

See Note 1 - INCOME TAXES

(E) INVENTORY

In 1976 management completed a comprehensive review and evaluation of
inventory for obsolete and slow-moving items arising from continued depressed
industry conditions and determined that the inventory usage levels utilized
in computing the reserve for obsolescence should range from one to two years.
Prior to 1976, inventory quantities in excess of usage levels ranging from
one to four years were the basis for evaluating obsolescence. The effect of
this change in estimate was to decrease net income by $245,000 or $.09 per
common share in 1976. (See Note 1 of Notes to Consolidated Financial Statements.):

(F) INCOME (LOSS) PER SHARE

Primary income (loss) per share for 1976, 1975 and 1972 is based on the
weighted average number of common shares outstanding during each period.
Primary income per share for 1974 and 1973 was computed by dividing net
income by the average number of common and common equivalent (preferred stock)
shares outstanding. For the years 1974 and 1973, such preferred stock had
a dilutive effect on income per share, whereas such stock had an anti-dilutive
effect for 1976, 1975 and 1972. For purposes of determining primary income
per share in 1976 foe investment income, taxes were allocated at an effective
rate of 48%.

Fully diluted income per share was computed assuming that the average
number of common and cannon equivalent shares outstanding were further
increased by conversion as of the beginning of each year of the convertible
debentures outstanding (416,000 shares in 1974, 428,000 shares in 1973
and 439,000 shares in 1972). The convertible debentures are not reflected
in 1976 and 1975 because they axe anti-dilutive in those years.

Options and warrants have not been reflected in the computations because
they are anti-dilutive. ,

LS 000115
(G) RELATED PARTY TRANSACTIONS

Transactions between Golconda and its parent in 1976 and 1975 include
the following at prices determined by the parties (in thousands):
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1976 1975

Inventory purchases (35% and 45%
of total purchases in 1976 and
1975, respectively) $ 4,327 $ 3,047

Sales 19 19

Management fee 115

Interest income 64

Golconda does not have any other material transactions with its parent
or other affiliated companies other than certain expenses paid by its parent
and charged to Golconda which are directly attributable to Golconda. The
parent did not charge Golconda with a management fee in 1975. The management
fee in 1976 is in return for various services, including general management,
insurance and pension plan matters, legal and taxation matters and other
similar matters which its parent provides to its divisions, subsidiaries and
affiliates.

See Mote 8 of Notes to Consolidated Financial Statements - SUBSEQUENT
EVENTS.
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MANAGEMENT ANALYSIS OP VARIATIONS
IN CONTINUING OPERATIONS

Manufacturing

1975 vs. 1974:

Net sales decreased 31% in 1975 due principally to lost volume. This
lower volume is attributed to depressed conditions in the liquid petroleum
gas (LP-gas) industry and an indeterminable loss in market share to competitors.
The dollar decrease in sales would have been greater except for a small
increase in selling prices.

The decrease in sales volume, increased costs of material and labor,
and increased inventory and obsolescence adjustments caused gross profit
to decrease as a percentage of sales from 22% in 1974 to 10% in 1975.

Selling and administrative expense decreased 22% due principally to
decreased personnel ($631,000), decreased sales commissions due to lower
volume ($132,000) and reclassifications of certain freight charges.

Interest expense decreased by $447,000 in 1975 primarily as a result
of the repayment of a bank note in January 1975.

Interest income decreased $342,000 in 1975 primarily as a result of
the collection of a note receivable in January 1975.

Earnings from continuing operations were severely affected by reduced
sales volume, provisions for slow-moving and obsolete inventory, and special
provisions and losses on certain transactions which are included in Other
Income and Expense in the financial statements (See Note C). '

1976 vs. 1975:

Net sales increased 25% in 1976 due principally to price increases
as well as increased unit sales volume and better sales mix.

Gross profit increased as a percentage of sales from 10% in 1975 to
19% in 1976. This increase was due primarily to increased selling prices
and better sales mix to higher margin LP-gas equipment.

Selling and administrative expenses increased 7% due principally to
increased selling expenses ($152,000), increased employee benefit expenses
($124,000), increased product liability insurance expense ($161,000) and
the addition of the management fee ($115,000) offset by decreased outside
professional services including legal and data processing.

Interest expense decreased by $114,000 in 1976 as a result of the
decrease in long-term debt. 1975 also included $60,000 of interest related
to a bank note repaid in January 1975.

Interest income increased $88,000 due principally to the increase
in marketable securities in 1976 offset by a slight interest rate decrease.
Interest income in 1976 also included $55,000 from a note receivable related
to the B-B sale which was collected in April 1976. 1975 included $64,000
of interest related to a note receivable collected in January 1975.
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Other (income) expense-net reflected income of $351,000 in 1976 compared
to a net expense of $1,664,000 in 1975 for a net change of $2,015,000.
The GMD loss of $1,178,000 and the $729,000 loss related to the foreign
joint ventures in 1975 accounted for most of the change between years.

Fourth quarter results:

Fourth quarter 1976 sales of $7,834,000 were $1,780,000 or 29% better
than sales in the third quarter and $2,413,000 or 45% better than fourth
quarter of 1975. The increase between the third and fourth quarter of 1976
was due principally to unit sales volume resulting froa improved economic
conditions in the LP-gas industry creating increased demand. The increase
between 1976 and 1975 was due both to price increases and unit sales volume.

Net income in the fourth quarter of 1976 was $265,000 ($.06 per share).
Significant year-end adjustments affecting the fourth quarter results included
inventory obsolescence write-downs of $195,000, an additional $166,000 pro-
vision for product liability losses, a $55,000 loss on the sale of a product line
and an additional $40,000 accrual for accident and health expenses.

Net loss, as restated, for the fourth quarter of 1975 was $2,240,000
($.84 per share). The loss was restated to increase the tax benefit in the
fourth quarter and decrease the tax benefit in the first three quarters of
1975 by $1,266,000 or $.45 per share. The loss in the fourth quarter of
1975 was substantially higher due to inventory provisions and significant
year end adjustments includingi

1. An additional amount of $150,000 provided for the estimated
loss on disposal of the Golconda Metals Division assets.

2. A $363,000 write-down of mining stock investments.

3. A $596,000 loss from the expenses and write-downs related to the
termination of participation in foreign joint ventures.

4. A $78,000 loss on the sale of the oil-less compressor line.

5. An additional amount of $140,000 provided for estimated loss on
the disposal of the gauge line inventory and equipment.

The fourth quarter 1975 loss also included a $188,000 loss from discontinued
operations.

Investments

Income through 1974 reflects the gains from sales of Becla common stock
and expenses required to maintain the Golconda Mining Corporation facilities.

In 1975 the loss represents a write-down of mining stock investments
(See Note 2), expenses for maintaining the Golconda Mining Corporation
facilities, and an additional income tax provision (See Note 0).

In 1976 the loss represents expenses for maintaining the Golconda
Mining Corporation facilities as well as the loss resulting froa the sale
of these facilities and the mining stock investments. (See Notes C and 2).
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ITEM 3 - PROPERTY

The principal plants operated by Golconda are listed below with their
location* square footage, and the principal products manufactured at each
location:

Division

RegO

Anderson

Location

Chicago
Illinois

Upper Saddle
River, N.J.
and Chicago,
Illinois

Alsip,
Illinois

Floor Area
(Square Feet)

320,000

24,000

29,000

Acreage
(Where
Appl.)

19.2

1.7

Principal
Products

Valves and
controls

Distribu-
tion
center

Brass
fittings

Owned
or Leased

Owned (1)

Leased (2)

Owned

(1) See Note 3 of Notes to Consolidated Financial Statements concerning
a mortgage on this plant.

(2) Comprised of two structures, one owned and located in Chicago,
Illinois adjacent to the RegO manufacturing facilities, and the
other leased for an annual rental of $29,400 and located in Upper
Saddle River, New Jersey.

RegO operations are conducted in five adjacent buildings. Manufacturing
operations are conducted in a single story brick structure. Two of the
remaining four buildings which are used for storage and warehousing of
raw material, semi-finished and finished parts, are of brick construction,
and two are metal frame. In total, 213,000 square feet are utilized for
manufacturing, 39,000 square feet are used for office space and 68,000
square feet are used for storage and warehousing. Manufacturing machinery
consists of light to medium metal cutting and processing equipment.

Anderson's manufacturing facilities consist of a one-story expandable
concrete and steel building. Space is divided into 27,000 square feet
for manufacturing and related facilities and 2,000 square feet for office
functions.

Golconda owns all of the significant machinery and equipment used
in its operations and considers that its plants and equipment, whether
owned or leased, are well maintained, adequately insured, and with normal
additions and improvements, adequate for its present and foreseeable require-
ments.

ITEM 4 - PARENTS AND SUBSIDIARIES

Parent

Cerre—Harmon Corporation, a Delaware corporation, a subsidiary of GL
Corporation, located at 39 South LaSalle Street, Chicago, Illinois, 60603,
owns 73.9% of the Golconda preferred stock and 86.9% of the Golconda common
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stock, constituting 85.3% of the outstanding voting stock of Golconda, and
may be deemed a parent of Golconda.

Subsidiaries

Golconda Corporation has two subsidiaries as of December 31, 1976
which, considered in the aggregate as a single subsidiary, would not
constitute a significant subsidiary.

ITEM 5 - PENDING LEGAL PROCEEDINGS

See Note 7 of Notes to Consolidated Financial Statements.

Except for the litigation discussed at Note 7, there are no other
pending material legal proceedings, other than ordinary routine litigation
incidental to the business, to which Golconda or any of its subsidiaries has
become a party or of which any of their property has become the subject.

ITEM 6 - INCREASES AND DECREASES IN 'OUTSTANDING SECURITIES

(A) Cumulative Convertible Preferred Stock (Par value
$1.00)

Balance December 31, 1975 383,157

Conversion to common shares (177)
Purchased by Golconda throughout the year (2,078)

Balance December 31, 1976 380,902
(B) Common Stock (No par value)

Balance December 31, 1975 2,785,595

Conversion of preferred stock 265
Purchased by Golconda throughout the year (11,468)

Balance December 31, 1976 2,774,392

(C) 7% Convertible Subordinated Debentures due
January 1, 1990

Balance December 31, 1975 $4,164,000

Purchased by Golconda throughout the year (188,000)

Balance December 31, 1976 $3,976,000

(D) Warrants to Purchase Common Stock 9 $14.51 per
share, expiring January 15, 1979

Balance December 31, 1976 and 1975 292,467
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ITEM 7 - APPROXIMATE NUMBS* OF EQUITY SECURITY HOLDERS

Number of record
holders as of

December 31, 1976

634

1,312

680

Title of Class

$1.00 Cumulative Convertible Preferred Stock, $1.00
par value

Common Stock, no par value

7% Convertible Subordinated Debentures, due
January 1, 1990

Warrants expiring January IS, 1979 (Each to purchase
one share of common stock at $14.51 per share)

ITEM 8 - EXECUTIVE OFFICERS OF THE REGISTRANT

All officers are elected by the Board of Directors and serve at the
pleasure of the Board. The listing immediately following this paragraph
shows the position with Golconda of each executive officer; his age; and
an account of his business experience during the past five years, including
the time he has served in his present position. There is no family relation-
ship between any of the executive officers of Golconda.

Gordon Paul Smith (60)

John R. Morrill (60)

Robert C. Gluth (52)

Chairman of the Board of Directors since
June 1974.

President and Chief Executive Officer.(February
1972 to June 1974). Chairman of the Executive
Committee in 1971 and a Director since
September 1970.

President and Chief Executive Officer since
May 1975 and a Director since June 1975.

Prior to joining Golconda, Mr. Morrill was
Senior Vice President with Automation Industries
(1971-1975).

Vice President and Director since December
1975.

Vice President of The Harmon Group, Inc.
(Michigan) froa February 1970 to September 1976;
Executive Vice President of The Marmon Group, Inc.
(Michigan) since September 1976; Vice President
of GL Corporation since 1972; Vice President of
Cerro Corporation from May 1975 to February 1976;
Vice President of Cerro-Marmon Corporation from
February 1976 to September 1976; Executive Vice
President of Cerro-Marmon Corporation since
September 1976; and Vice President of Hammond
Corporation since December 1976; Director
of Cerro Corporation from June 1975 to February
1976; Director of Cerro-Marmon Corporation
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Thomas L. Seifert (36)

David R. Nomura (33)

Charles B. Cranford (39)

since November 1975? and Director of Hammond
Corporation since November 1976.

Secretary and General Counsel since December
1975.

Associate General Counsel of Cerro Corporation
from October 1975 to February 1976; Assistant
Secretary of Cerro Corporation from December
1975 to February 1976; Legal Counsel of Cerro-
Marmon Corporation from February 1976; Legal
Counsel and Secretary of Cerro-Marmon since
May 1976. Prior to joining Cerro, Mr. Seifert
was Associate General Counsel for Canteen
Corporation (April 1973 to October 1975)
and an attorney with Standard Oil Company
(December 1970 to April 1973).

Treasurer since October 1975.

Prior to joining Golconda, Mr. Nomura was
an Audit Manager with the firm of Coopers
6 Lybrand with which he was employed since
June 1965.

Vice President-Controller since January 1974.

Controller of both the Corporation and RegO
Division since January 1973. Prior to joining
Golconda, he served as division controller
and in other accounting assignments for the
AMP Corporation.

Vice President since December 1972.

Vice President of the Anderson Copper and
Brass Company when it was acquired by Golconda
in July 1972 and was named President of Anderson
in January 1974.

ITEM 9 - INDEMNiyiCATION OP DIRECTORS AND OFFICERS

Article VI, Section 1, of the ByLaws of Golconda entitled "Indemnification
of Directors and Officers* reads as follows:

"Any present or future director or officer, or the executor, administra-
tor or other legal representative of any such director or officer, shall
be indemnified by the corporation against reasonable costs, expenses (exclusive
of any amount paid to the corporation in settlement), judgments, fines,
amounts paid in settlement of any action, suit or proceedings, and counsel
fees paid or incurred in connection with any action, suit or proceeding
to which legal representative may hereafter be made a party by reason of
his being or having been such director of officer; provided, (1) said action,
suit or proceeding shall be prosecuted against such director or officer
or against his executor, administrator or other legal representative to

Donald V. Ytterberg (50)
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final determination, and it shall not be finally adjudged in said action,
suit or proceedings that he had been derelict in the performance of his
duties as such director or officer, or (2) said action, suit or proceeding
shall not be settled or otherwise terminated as against such director or
officer or his executor, administrator or other legal representative without
a final determination on the merits, and it shall be determined that such
director or officer had not in any substantial way been derelict in the
performance of his duties as charged in such action, suit or proceeding,
such determination to be made by a majority of the members of the board
of directors who were not parties to such action, suit or proceedings,
though less than a quorum, or by any one or more disinterested persons
to whom the question may be referred by the board of directors. For purposes
of the preceding sentence: (a) "action, suit or proceeding" shall include
every action, suit or proceeding, civil, criminal or other; (b) the right
of indemnification conferred thereby shall extend to any threatened action,
suit or proceeding and the failure to institute it shall be deemed its
final determination; (c) the termination of an action, suit or proceeding
by a plea of nolo contendere or other like plea shall not constitute a
final determination on the merits; (d) a judgment of conviction in any
criminal action, suit or proceeding shall not constitute a determination
that the person so convicted has been derelict in the performance of his
duties if it is determined by a majority of the members of the board of
directors who were not a party thereto, though less than a quorum, or by
one or more disinterested persona in the manner provided in the preceding
sentence that the person so convicted acted in good faith, for a purpose
which he reasonably believed to be in the best interests of the company
and that he had no reasonable cause to believe that his conduct was unlawful;
and (e) advances may be made by the company against costs, expenses and
fees as, and upon the terms, determined by the board of directors. The
corporation shall indemnify an employee who is not an officer to the same
extent that it does an officer. The foregoing right of indemnification
shall not be exclusive of any other rights to which any director of officer
may be entitled as a matter of law or which may be lawfully granted to
him; and the indemnification hereby granted by the company shall be in
addition to and not in restriction or limitation of any other privilege
or power which the corporation may lawfully exercise with respect to the
indemnification or reimbursement of directors, officers or employees."

Golconda maintained directors' and officers' liability insurance in
effect until September 30, 1976. As of October 1, 1976 Golconda is acting
as a self-insurer with respect to these matters.
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ITEM 10

GOLCONDA CORPORATION AND SUBSIDIARIES

INDEX TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 1976 and 1975

PAGE
Reports of Certified Public Accountants P-2 & F-3

Financial Statements:
Consolidated Balance Sheet F-4 & F-5
Consolidated Statement of Operations Itea 2
Consolidated Statement of Retained Earnings Item 2
Consolidated Statement of Additional Contributed Capital Itea 2
Notes to Consolidated Statements of Operations, Retained
Earnings and Additional Contributed Capital Item 2

Consolidated Statement of Changes in Financial Position F-6 & F-7

Notes to Consolidated Financial Statements F-8

Schedules:

V - Property, Plant and Equipment F-14
VI - Accumulated Depreciation, Depletion and

Amortization of Property, Plant and
Equipment ' F-1S

XII - Valuation and Qualifying Accounts and Reserves F-16

XVI - Supplementary Income Statement Information F-17

Exhibit I - Calculation of Income Per Share F-18 & F-19

Schedules not included above are omitted as either not applicable or not
required or the required information is included in the financial statements
or the notes thereto.

The individual financial statements and schedules of the Registrant (not
consolidated) are omitted because the Registrant is primarily an operating
company and all subsidiaries included in the consolidated financial statements
being filed are totally-held subsidiaries and, in the aggregate, do not have
indebtedness to any person, including the Registrant and its consolidated
subsidiaries, in amounts which together exceed 5% of the total assets as shown
by the most recent year-end consolidated balance sheet.

F-l
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REPORT OP CERTIFIED PUBLIC ACCOUNTANTS

The Board of Directors
and Stockholders

Golconda Corporation

We have examined the consolidated balance sheet of Golconda

Corporation at December 31, 1976 and the related consolidated statements

of operations, retained earnings, additional contributed capital and

changes in financial position for the year then ended, together with

the supporting schedules listed in the accompanying index to consolidated

financial statements. Our examination was made in accordance with gener-

ally accepted auditing standards, and accordingly included such tests of

the accounting records and such other auditing procedures as we considered

necessary in the circumstances.

As more fully described in Note G, Golconda Corporation purchases

a substantial portion of its material inventory from its parent at prices

determined by the parties.

In our opinion, the statements mentioned above present fairly

the consolidated financial position of Golconda Corporation at December 31,

1976 and the consolidated results of operations and changes in financial

position for the year then ended, in conformity with generally accepted

accounting principles applied on a basis consistent with that of the preceding

year.

AUTHOR YOUNG & COMPANY

Chicago, Illinois
March 9, 1977
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REPORT OF INDEPENDENT ACCOUNTANTS

To the Shareholders and
Board of Directors

Golconda Corporation

In our opinion, the consolidated financial statements included in

the accompanying index present fairly the financial position of Golconda

Corporation (a subsidiary of Cerro-Marmon Corporation) and its subsidiaries

at December 31, 1975, and the results of their operations and the changes

in their financial position for the year then ended, in conformity with

generally accepted accounting principles applied on a basis consistent

with that of the preceding year. Our examination of these statements was

made in accordance with generally accepted auditing standards and accordingly

included such tests of the accounting records and such other auditing proce-

dures as we considered necessary in the circumstances.

PRICE WATEPflOOSE & CO.

Chicago, Illinois
February 2, 1976
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GOLCONDA CORPORATION AMD SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1976 and 1975

ASSETS
CURRENT ASSETS 1976 1975

Cash $ 123,000 $ 26,000

Certificates of deposit 3,000,000

Coranercial paper, at cost which approximates
market 11,100,000 4,550,000

Notes and accounts receivable less allowance
for doubtful receivables (1976 - $130,000;
1975 - $291,000) (Schedule XII) 4,504,000 5,178,000

Inventories (Note 1) (Schedule XII) 9,215,000 10,775,000

Income taxes (Note 1):
Refund receivable 937,000 462,000
Deferred 755,000 1,390,000

Prepaid expenses and sundry deposits 23,000 169,000

Investments held for sale - at estimated
realizable value (Notes 2 and C) 250,000

Net assets of businesses held for 3ale-at
estimated realizable value (Notes 6
and C) 715,000

Total current assets 26,657,000 26,515,000

PROPERTY, PLANT AND EQUIPMENT - at cost
(Notes 1 and 3) (Schedules V and VI)

Buildings and improvements 2,995,000 2,947,000
Machinery, equipment and tools 6,979,000 7,089,000
Office furniture and fixtures 250,000 256,000

10,224,000 10,292,000
Less accumulated depreciation (5,849,000) (5,680,000)

4,375,000 4,612,000
Land 598,000 598,000

4,973,000 5,210,000

OTHKH ASSETS

Excess of coat over underlying equity in net
assets acquired (Notes 1 and B) 3,135,000 3,135,000

Deferred debt expense - less accumulated
amortization on the bonds outstanding
method (1976 - $337,000; 1975 - $295,000) 294,000 336,000

Sundry 229,000 87,000

3,658,000 3,558,000

$35,288,000 $ 35,283,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED BALANCE SHEET
December 31, 1976 and 1975

LIABILITIES AND STOCKHOLDERS' EQUITY

CURRENT LIABILITIES 1976 1975

Current maturities of long-term debt (Note 3) $ 98,000 $ 89,000

Accounts payable 1,326,000 1,529,000

Accounts payable - parent 1,098,000 741,000

Accrued liabilities:
Salaries and wages 133,000 160,000

Property and payroll taxes 246,000 245,000

Employee benefits 661,000 122,000

Other 426,000 402,000

Total current liabilities 3,988,000 3,288,000

LONG-TERM DEBT (Note 3) 6,421,000 6,706,000

DEFERRED INCOME TAXES (Note 1) 518,000 565,000

CONTINGENT LIABILITIES
(Notes 7 and 8)

STOCKHOLDERS' EQUITY (Notes 3 and 5):

Capital stock -
Preferred (redemption and liquidation
value - 1976 - $14,284,000 and
1975 • $14,368,000) 381,000 383,000

Common 774,000 774,000

Additional contributed capital 5,648,000 5,674,000

Retained earnings 18,127,000 18,413,000

24,930,000 25,244,000

Less common stock in treasury - at cost 569,000 520,000

Total stockholders' equity 24,361,000 24,724,000

$ 35,288,000 $ 35,283,000

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
CONSOLIDATED STATEMENT OP CHANGES IN FINANCIAL POSITION

For the Years Ended December 31, 1976 and 1975

1976
SOURCES OF WORKING CAPITAL

1975

From operations:
Earnings (loss) from continuing operations $
Loss from discontinued operations
Items not (providing) or requiring outlay
of working capital in the current
year:

Depreciation
Amortization of deferred expenses
Deferred income taxes
Reduction in carrying value of

investments
Writedown of advances to and
investments in foreign joint
ventures

Other

Working capital provided
from (used in) operations

Reduction of long-term investments

Net fixed assets sold or retired:
Discontinued operations
Golconda Metals Division

Net fixed assets transferred to assets
held for sales
Golconda Metals Division
Gauge assets

Total sources of working capital

USES OF WORKING CAPITAL

Net additions to property, plant and
equipment

Reduction of long-term debt
Preferred cash dividends
Repurchase of capital stock
Sundry

Total uses of working capital

DECREASE IN WORKING CAPITAL

95,000 9 (4,580,000)
(735,000)

715,000
42,000

( 47,000)

805,000

805,000

936,000
74,000

(399,000)

363,000

227,000
20,000

(4,094,000)

250,000

747,000
960,000

1,249,000
250,000

(638,000)

478,000
285,000
381,000
77,000
142,000

1,363,000

456,000
352,000
383,000

17,000

1,208,000

(558,000) $ (1,846,000)

(continued)

F-6
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GOLCONDA CORPORATION AND SOBSIDIARIES
CONSOLIDATED STATEMENT OP CHANGES IN FINANCIAL POSITION

Foe the Years Ended December 31, 1976 and 1975

1976 1975

INCREASES (DECREASES)
WORKING CAPITAL

ELEMENTS OP

Cash and certificates of deposit
Commercial paper
Notes and accounts receivable - net
Inventories
Income taxes
Prepaid expenses and sundry deposits
Investments held for sale
Net assets of businesses held for sale

Net increase (decrease)
current assets

in

Current maturities of long-term debt
Notes payable
Accounts payable
Income t&xes
Accrued liabilities

Net increase (decrease)
current liabilities

DECREASE IN WORKING CAPITAL

in

$ (2,903,000) $ 1,199,000
6,550,000
(674,000)

(1,560,000)
(160,000)
(146,000)
(250,000)
(715,000)

142,000

9,000

154,000

537,000

700,000

4,550,000
(9,620,000)
(6,743,000)
1,852,000

37,000
250,000

(3,945,000)

(12,370,000)

9,000
(8,000,000)

(82,000)
(2,556,000)

105,000

(10,524,000)

(558,000) $ (1,846,000)

The accompanying notes are an integral part of this statement.
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GOLCONDA CORPORATION AND SUBSIDIARIES
NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

December 31, 1976 and 1975

In the accompanying financial statements, alphabetic note references
are to Notes to Consolidated Statements of Operations, Retained Earnings
and Additional Contributed Capital included elsewhere herein.

Note 1: SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

Golconda is a subsidiary of Cerro-Marmon Corporation (Cerro Corporation
prior to acquisition of Cerro by Cerro-Marmon on February 24, 1976).

CONSOLIDATION - All subsidiaries are consolidated and significant
intercompany transactions have been eliminated.

INVENTORIES - Inventories are stated at the lower of cost (determined
by the first-in, first-out method) or market. Inventories used in the
computation of cost of goods sold are comprised of the following (in thousands)

1976 197S 1974

Finished goods and work in
process $ 3*118 $ 9*134 $ 14,685

Raw materials and supplies 1,097 1,641 2.833

Total $ 9,215 $ 10,775 $ 17.518

DEPRECIATION - For financial reporting purposes, Golconda computes
depreciation principally on a straight-line basis over the estimated useful
lives of the assets. The estimated useful lives used in determining deprecia-
tion are as follows:

Description Useful Lives

Buildings and improvements 5 to 50 years
Machinery, equipment and tools 2 to 20 years
Office furniture and fixtures 5 to 20 years

Maintenance and repairs are charged to operations as incurred. Better-
ments and major renewals are capitalized. Upon sale or disposition of
properties, the asset account is relieved of the cost, the accumulated
depreciation account is relieved of the depreciation taken prior to the
sale and any resultant gain or loss is reflected in operations.

INCOME TAXES - Provision is made for deferred taxes which arise primarily
from the use for tax purposes of accelerated depreciation methods and the
installment sales method in 1975 for investment income. Deferred income tax
debits arise from provisions not currently deductible for tax purposes,
principally related to inventory and net assets of businesses held for sale.
Available investment tax credits are accounted for under the "flowthrough"
method. In 1976 the amount available was $42,000, but recapture amounted
to $35,000, resulting in a net investment tax credit of $7,000. In 1975
the amount available was $46,000, but recapture amounted to $«1,000, resulting
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in a net investment tax credit recapture of $15,000. The investment tax
credit and the effect of the use of a Domestic International Sales Corporation
resulted in Federal income tax provision (benefit) reductions of $13,000 and
$25,000 in 1976 and 1975, respectively. Investment tax credits for 1974,
1973 and 1972 were $43,000, $149,000 and $22,000, respectively.

Effective June 3, 1974, Golconda was included in the consolidated
Federal tax return of Cerro Corporation and since February 25, 1976 has been
included in the consolidated Federal tax return of GL Corporation, the parent
of Cerro-Marmon Corporation. Under the terms of Golconda's tax sharing
agreement with its parent, Federal income taxes are computed as if Golconda
and its subsidiaries continued to file a separate consolidated return and
liabilities are remitted to, and benefits and refunds obtained from its
parent on this basis. State income tax returns are filed on an individual
company basis.

EXCESS OP COST OVER UNDERLYING EQUITY IN NET ASSETS ACQUIRED - The
amount shown on the balance sheet arose prior to fiscal year 1971 and is not
being amortized because, in the opinion of management, there has been no
diminution of value.

PENSION PLANS - Unfunded past service costs are accrued and funded on a
thirty-year basis; current costs are accrued and funded on a current basis.

Note 2: INVESTMENTS

At December 31, 1975, investments were comprised of the capital stock
of mining companies as follows (in thousands):

Quoted
Market

Balance Price (a)

Alice Consolidated Mines, Inc.
(54% owned) (4,308,020 shares) $ 399 $ 819

Other 389 255

Write-down to estimated realizable
value (b) (538)

250 $ 1,074

(a) The quoted market prices of the various stocks resulted from
limited and very small share quantity transactions and management
believes they were not representative for large block and controlling
interest transactions.

(b) It was Golconda1s intention to dispose of these investments,
and accordingly, their carrying value was reduced to management's
estimate of realizable value.

The primary asset of Alice Consolidated Mines, Inc. (Alice), 51% of
Golconda1s total mining stock investments, was 1,109 acres of mining properties
which, until June 1975, had been undergoing exploration and development by

LS 000132
F-9

Golc-CDAdm-0130



-30-

another mining company under an agreement in which Golconda also participated.
All exploration and development of these properties had ceased due to lack of
sufficient mineralization to warrant further development effort. Management
believed that the value of Alice had been permanently impaired by the cessation
of such exploration and development.

In December, 1976 Golconda sold its investments in mining stocks and
related assets for $175,000. (See Note C of Notes to Consolidated Statement
of Operations).

Losses, before income taxes, from investments for the two years ended
December 31, 1976 are summarized below (in thousands):

1976 1975

Expenses, principally for administra-
tion of properties $ 49 $ 71

Loss on sale of mining stocks and
related assets 135

Provision for decline in value of
certain investments 363

Investment loss before income taxes $ 184 $ 434

Note 3: LONG-TERM DEBT

Long-term debt at December 31, 1976 and 1975 is comprised of the follow-
ing (in thousands):

1976

7% convertible subordinated
debentures* due January 1, 1990 $ 3,976

10% first mortgage note, payable
in monthly installments of
$28,975 including interest, final
payment due April 1, 1990 2,543 2,631

6,519 6,795

Less current maturities 98 89_

$ 6,421 $ 6,706

The net book value of the property subject to the mortgage at December 31,
1976 was $1,014,000.
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The aggregate amounts of long-term debt maturing in each of the five
years subsequent to December 31, 1976 are as follows:

1977 $ 98,000
1978 108,000
1979 395,000
1980 457,000
1981 471,000

The 7% convertible subordinated debenture indenture agreement (dated
January 1, 1970 for $5,000,000) contains certain covenants, which provide,
among other things, that Golconda:

Will maintain consolidated net working capital of $10,000,000. At
December 31, 1976, consolidated net working capital was $22,669,000.

Will not pay cash dividends or acquire for cash any shares of its
stock in excess of $1,000,000 plus its cumulative consolidated net
income after November 30, 1969. At December 31, 1976 retained earnings
in the amount of $4,189,000 were free of such restrictions.

In connection with certain 7% subordinated notes (which were retired in
1974), Golconda has issued warrants entitling the holders thereof to purchase,
at a price of $14.51 per share, 292,467 shares of Golconda's common stock.
These warrants expire January 15, 1979.

The trust indenture underlying the convertible subordinated debentures
provides, among other things, that the debentures are redeemable at Golconda's
option at prices ranging from 103.5% in 1977 to 100% in 1984; that annual
sinking fund payments of $325,000 are required beginning in 1976 (such
payments can be reduced by the principal amount of debentures acquired
by Golconda or converted into common stock, and as a result, all of
the 1976, 1977, and 1978 installments and $49,000 of the 1979 installment have
already been satisfied), that Golconda has an option to make additional
annual payments of $325,000 without premium and that the debentures are
convertible into shares of common stock at a conversion price of $10.67 per
share (subject to non-dilution provisions).

Note 4: PENSION PLANS

Golconda has. two pension plans covering substantially all employees.
The charges to operations foe the cost of the pension plans for the years
ended December 31, 197$ and 1975 were $533,000 and $355,000, respectively.

At December 31, 1976, (based on the most recent actuarial study dated
January 1, 1976) the unfunded past service cost relating to the above plans
was $3,664,000 and the vested benefits exceed the total of the pension fund
assets and balance sheet accruals by approximately $2,900,000.

Note 5: CAPITAL STOCK

Preferred stock consists of 932,151 authorized shares of $1.00 par
value, of which 380,902 shares are issued and outstanding at December 31,
1976.

LS 000134
P-II

Golc-CDAdm-0132



-32-

The outstanding preferred stock is entitled to a preferential cumulative
annual dividend at a rate of $1.00 per share. The shares are redeemable at
Golconda'a option at $37.50 per share plus unpaid cumulative dividends.
The preferred stock has liquidation rights over the common stock in any
final distribution and is entitled to one vote for each share held.

The outstanding preferred shares are convertible into common shares at
the option of the holder at the rate of one and one-half shares of common
stock for each preferred share held. This conversion rate is subject to
non-dilution provisions.

Common stock consists of 7,500,000 authorized shares, without par
value, of which 2,774,392 shares are outstanding. At December 31,1976
1,236,454 shares of authorized but unissued common shares have been reserved
as follows: 571,353 shares upon conversion of preferred stock; 372,634
shares upon conversion of the 7% convertible subordinated debentures
(Note 3); and 292,467 shares upon exercise of warrants for the purchase
of common stock (Note 3). At December 31, 1976,and 1975, there were 62,718
shares and 71,250 shares, respectively, of common stock held in the treasury.

An analysis of the transactions during the year ended December 31,
1976 affecting preferred and common stock, additional contributed capital
and treasury stock follows:

Additional
Preferred Common Contributed Treasury
Stock Stock Capital Stock

Balance -
December 31, 1975 $ 383,157 $ 773,702 9 5,673,539 $ (519,600)

Conversion of 177 shares
of preferred stock into
265 shares of common
stock (177) 177

Purchase of stock:
Common, 11,468 shares (48,979)
Preferred, 2,078 shares (2,078) (25,430)

$ 380,902 $ 773,879 $ 5,648,109 $ (568,579)

There was no activity during the year ended December 31, 1975.

Note 6: NET ASSETS OP BUSINESSES HRTJ) FOR SALE

The December 31, 197S balance consists principally of the property,
plant and equipment of the Golconda Metals Division (See Note C - OTHER
TERMINATIONS AND DISPOSALS).
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Note 7: CONTINGENT LIABILITIES

Golconda is one of 35 defendants in a class action by a shareholder
of United States National Bank of San Diego (Bank), in Fred H. Harmsen, et al
vs. C. Arnholt Smith, et al, filed on October 29, 1973, in the United States
District Court for the Southern District of California. The plaintiff
purports to be acting in a derivative capacity on behalf of the shareholders
of the Bank. The complaint seeks damages and other relief on behalf of
the shareholders of the Bank on account of alleged violations of federal
securities laws, illegal loans, improper acts of the Bank's directors,
and conspiracy to commit the foregoing acts and fraud.

In the opinion of management and general counsel, the exposure of Golconda
to any liability seems very remote in that Golconda's only connections with
the Bank or with C. A. Smith were that some of Golconda's stock was at one
time possessed by one of the Smith-dominated corporations and that Golconda
maintained small bank accounts for a short period of time at the Bank of
sizes that were not material to either Golconda or the Bank. There have not
been any material transactions between Golconda and the other defendants and the
Bank, and it is management's opinion that there are no facts, nor have any
been specifically alleged, relating to Golconda, warranting inclusion in the
complaint. An identical class action suit was filed by the plaintiff in the
Superior Court in and for the County of San Diego to toll the statute of
limitations in the State Court, but to date this suit has not yet been formally
served upon Golconda.

Golconda's Federal income tax liabilities have been settled through
1968. Management believes that adequate allowances have been established
for all income tax liabilities relating to Golconda. As a member of the GL
consolidated Federal income tax group and previously of the Cerro group (See
Note 1), Golconda is contingently liable for federal income taxes attributable
to other members of the respective groups.

Note 8: SUBSEQUENT EVENTS

In January 1977, Golconda entered into an informal investment agreement
with Cerro-Marmon. Under the terms of the agreement, Cerro-Marmon will
invest a portion of Golconda1s excess funds through Cerro-Marmon's investment
sources on behalf of and for the benefit of Golconda. Golconda is in the
same position as if it were investing independently except that it receives
the benefit of Cerro-Marmon13 investment sources. On January 4, 1977,
Golconda invested $5,000,000 under this agreement.

Beginning January 1, 1977 Golconda purchased a product liability insurance
policy from an affiliated insurance company pursuant to which Golconda will,
in effect, bear the coat of the first $200,000 of each claim and the next
$400,000 of each claim (up to an aggregate of $900,000) on a retrospective
basis. While management believes that it is unlikely to happen, a large
number of claims for accidents which might occur in 1977 could have a material
adverse effect on Golconda's financial position and results of operations.
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GOLCONDA CORPORATION & SUBSIDIARIES

SCHEDULE XII

VALUATION AND QUALIFYING ACCOUNTS AND RESERVES

Continuing
operations

Allowance foe
doubtful receivables:

Year ended 12/31/76

Year ended 12/31/75

Balance at
beginning
of period

$ 291,000

$ 256,000

Charged to
costs and
expenses

$ 42,000

$ 322,000

Deductions

Balance
end of
period

$ (203,00011) $ 130,000

$ (287,00011) $ 291,000

Inventory valuation reserve:

Year ended 12/31/76 $1,650,000 $1,395,000 $(2,055,00012) $ 990,000

Year ended 12/31/75 $ 900,000

Reserve for decline in market
value of investments:

Year ended 12/31/76 $

Year ended 12/31/75 $ 175,000

Discontinued
operations

Allowance for doubtful
receivables:

Year ended 12/31/76 $

Year ended 12/31/75 $ 98,000

$1,260,000 $ (510,000X2) $1,650,000

$ (175.00013) $

$ (98,00014)

(1) Write-off of uncollectible accounts net of recoveries.
(2) Disposals of obsolete inventory.
(3) Included as pact of the write-down to net realizable value in 1975.
(4) Included with assets of divisions sold.
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GOLCONDA CORPORATION AND SUBSIDIARIES

SCHEDULE XVI

SUPPLEMENTARY INCOME STATEMENT INFORMATION

Year ended

Continuing operations:

Maintenance & repairs

Depreciation of property, plant
and equipment

Taxes other than income taxes:
Real estate & personal property

Payroll

Sundry

Total taxes

12/31/76

660,000

715,000

251,000

609,000

31,000

Rents 298,000

12/31/75

528,000

936,000

250,000

425,000

14,000

891,000 $ 689,000

273,000

P-17
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P A R T II

Part II will not be filed at this time pursuant to General Instruction H
which permits omission if a definitive proxy statement is filed not later than
120 days after the close of the year.

S I G N A T U R E S

Pursuant to the requirements of the Securities Exchange Act of 1934,
Golconda Corporation has duly caused this Annual Report to be signed on
its behalf by the undersigned thereunto duly authorized.

GOLCONDA CORPORATION

DAVID R. NOMURA
by: David R. Nomura

Treasurer

DATE; March 30. 1977
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EXHIBIT I

GOLCONDA CORPORATION AND SUBSIDIARIES
CALCULATION OF EARNINGS PER SHARE

(In Thousands)

Shares for computations:
Weighted average shares
outstanding

Common stock equivalents (B)
Assumed conversion of
convertible preferred
stock into conmon (C)

Common shares for primary
income per share

Assumed conversion of
convertible preferred
stock into common (C)

Assumed conversion of 7%
convertible subordinated
debentures under if
converted method (D)

Common shares for fully
diluted income per share

Net income for computations!
Income (loss) from contin-
uing operations:
Manufacturing

Investments

1976 1975 1974 (A) 1973 1972

2,781 2,785 2,785 2,785 2,785

575 580

2,781 2,785 3,360 3,365 2,785

585

416 428 439

2,781 2,785 3,776 3,793 3,809

$ 191 $(2,767) $ 455 $ 1,970 $ 1,484

(96) (1,813) 7,021 1,183 341
95 (4,580) 7,476 3,153 1,825

Income (loss) of discon-
tinued operations

Income (loss) before preferred
dividend requirement

Less preferred dividend
requirement (C)

Net income (loss) for
primary earnings per share
Plus preferred dividend
requirement (C)

Add interest savings* net of
applicable income taxest
7% convertible debentures(D)

Net income (loss) for fully
diluted income per share

(735) (1,915) 48 (119)

95 (5,315) 5,561 3,201 1,706

(381) (383)

(286) (5,698) 5,561 3,201

184 185 197

$ (286) $(5,698) $ 5,745 $ 3,386 $ 1,903

(See notes on next page)
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(A) Reference is made to Note A of Notes to Consolidated Statement of
Operations.

(3) Yield of the 7% convertible debenture exceeded 66-2/3% of prime rate at
date of issue/ and therefore is not a common stock equivalent.

(C) Anti-dilutive in 1976, 1975 and 1972. Dilutive, and therefore included
in shares for primary income computation, in 1974 and 1973.

(D) Anti-dilutive in 1976 and 1975.
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GOLC DA CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970

PART 1

Item 1.07 Issuance and Redemption of Securities (Sections 22(g) and 23).

(a) Pursuant to a statutory merger of Astro Controls, Inc.
into the registrant on September 15, 1970 the following
exchanges of securities occurred:

Golconda common stock for Astro common stock,
1-1/2 for 1 exchange ratio
853,675-1/2 shares issued

Golconda preferred stock for Astro preferred
stock, 1 for 1 exchange ratio
449,956 shares issued

Pursuant to the terms of the convertible preferred stock,
150 shares of common were issued for 100 shares of
convertible preferred stock on November 5, 1970.

(b) The above transactions were exempt from registration
under Rule 133 under the Securities Act of 1933 and
Section 3(a)(9) of the Securities Act of 1933. Facts
relating to the merger and conversion terms of the
preferred stock are contained in a joint proxy
statement dated June 30, 1970 previously filed and
hereby incorporated by reference.

(c),(d) and (e) None

Item 1.08 Persons in Control Relationship with Registrant (Section 2(a)(g))

The Registrant disclaims that any persons directly or indirectly
control, are controlled by, or are under common control with, the
Registrant within the meaning of the Investment Company Act of 1940,
except for the following companies controlled by the Registrant:

Percentage of voting
Name of State of securities owned b;

Controlled Company Incorporation the Registrant

Golconda Area Companies:
Alice Consolidated Mines, Inc. Idaho 53.66%
Bell Mining Company Idaho 40.64%
Black Bear Mines Company Idaho 68.73%
Granada Lead Mines, Inc. Idaho 30.22%
Great Eastern Mining Company, Ltd. Idaho 12.83%
Ivanhoe Mining Company, Limited Idaho 23.93%
Mullan Metals, Inc. Idaho 42.65%
Square Deal Mining & Milling Co., Ltd. Idaho 54.33%
Bullion Mining Company Idaho 31.24% ->
Wallace Mining Company Idaho 52.19%

The Registrant does not file financial statements for its four
subs id i:....:.;:; !::.-.. . _::-idered in the aggregate as a single
subsidiary, they would not constitute a significant subsidiary.

Further, the Registrant owns 11.45% of the outstanding shares
of Common Stock of Hecla Mining Company.
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GO! NDA CORPORATION

(formerly Golconda Mining
Corporation)

FORM N-1R, November 30, 1970

PART 1

Item 1.09 Persons Owning Equity Securities of Registrant.

Name and
Address

(a) First Greystone
Associates,
Kansas City,
Missouri

Title of
Class

Common stock,
no par

Type of
Ownership

Record &
Beneficial

Amount
Owned

273,750

Percent
of Class

9.82%

(b) First Greystone
Associates,
Kansas City,
Missouri

Warrants($20)
common

Record &
Beneficial

67,500 57.14%

A.D. Martin
Dallas, Texas

Warrants($20) - Record & 15,750
common Beneficial

13.33%

State Mutual
Life Assurance
Co. of America
Worcester,
Massachusetts

Warrants($14.51) Record & 233,974
- common Beneficial

80.00%

Hanover Insurance Warrants($14.51) Record &
Company, - common Beneficial
New York, N. Y.

43,870 15%

L. N. Lucas
Winnetka,
Illinois

Stock Option -
common

Record 834 19.13%

J.M. Stogin
Wilmette,
Illinois

Stock Option -
common

Record 1,750 40.14%

(c) All Officers
and Directors
as a Group

Common stock,
no par

Record &
Beneficial

Beneficial

$1.00 Cumulative Record &
Convertible Beneficial
Preferred Stock .. . ,

Beneficial

Warrants ($20)
common

7% Convertible
Subordinated
Debentures

Stock Options •
common

Record &
Beneficial

Beneficial

Record &
Beneficial
Beneficial

Record &
Beneficial

78,413

68,959

9,300

659

22,455

2.81%

2.47%

2.07%

0.02%

19.01%

13,295-1/2 11.26%

$96,000 1.94%

$20,000

3,002

0.40%

68.85%

- 6 -
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GOLr'NDA CORPORATION

(formerly Golconda Mining
Corporation)

FORM N-1R, November 30, 197C

PART 1

Item 1.10 Number of Holders of Equity Securities.

r

Title of Class

$1.00 Cumulative Convertible
Preferred Stock - $1.00 par value

Common Stock - no par value

7% Convertible Subordinated
Debentures due January 1, 1990

Warrants expiring August 21, 1971

Warrants expiring January 15, 1979

Options on preferred stock

Number
of Holders

1,662

4,124

762

18

4

6

- 7 -
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GOLC DA CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970

PART 1

Item 1.07 Issuance and Redemption of Securities (Sections 22(g) and 23)

(a) Pursuant to a statutory merger of Astro Controls, Inc.
into the registrant on September 15, 1970 the following
exchanges of securities occurred:

Golconda common stock for Astro common stock,
1-1/2 for 1 exchange ratio
853,675-1/2 shares issued

(b)

Golconda preferred stock for Astro preferred
stock, 1 for 1 exchange ratio
449,956 shares issued

Pursuant to the terms of the convertible preferred stock,
150 shares of common were issued for 100 shares of
convertible preferred stock on November 5, 1970.

The above transactions were exempt from registration
under Rule 133 under the Securities Act of 1S33 and
Section 3(a)(9) of the Securities Act of 1933. Facts
relating to the merger and conversion terms of the
preferred stock are contained in a joint proxy
statement dated June 30, 1970 previously filed and
hereby incorporated by reference.

(c) , (d) and (e) None

Item 1.08 Persons in Control Relationship with Registrant (Section 2(a)(q)

The Registrant disclaims that any persons directly or indirectly
control, are controlled by, or are under common control with, the
Registrant within the meaning of the Investment Company Act of 1940,
except for the following companies controlled by the Registrant:

Name of
Controlled Company

Golconda Area Companies:
Alice Consolidated Mines, Inc.
Bell Mining Company
Black Bear Mines Company
Granada Lead Mines, Inc.
Great Eastern Mining Company, Ltd.
Ivanhoe Mining Company, Limited
Mullan Metals, Inc.
Square Deal Mining & Milling Co., Ltd
Bullion Mining Company
Wallace Mining Company

Percentage of voting
State of securities owned b:

Incorporation the Registrant

Idaho
Idaho
Idaho
Idaho
Idaho
Idaho
Idaho
Idaho
Idaho
Idaho

53.66%
40.64%
68.73%
30.22%
12.83%
23.93%
42.65%
54.33%
31.24%
52.19%

The Registrant does not file financial statements for its four
subsidi:.;.-;.-- I::.-.. _ ..'.cidered in the aggregate as a single
subsidiary, they would not constitute a significant subsidiary.

Further, the Registrant owns 11.45% of the outstanding shares
of Common Stock of Hecla Mining Company.

Golc-CDAdm-0149



GO! NDA CORPORATION

(formerly Golconda Mining
Corporation)

FORM N-1R, November 30, 1970

PART 1

Item 1.09 Persons Owning Equity Securities of Registrant.

Name and
Address

irst Greystone
ssociates ,

Title of
Class

Common stock,
no par

Type of
Ownership

Record &
Beneficial

Amount
Owned

273,750

Percent
of Class

9.82%

Kansas City,
Missouri

(b) First Greystone
Associates,
Kansas City,
Missouri

Warrants($20)
common

Record &
Beneficial

67,500 57.14%

A.D. Martin
Dallas, Texas

Warrants($20) -
common

Record &
Beneficial

15,750 13.33%

State Mutual
Life Assurance
Co. of America
Worcester,
Massachusetts

Warrants ($14.51) Record & 233,974
- common Beneficial

80.00%

Hanover Insurance Warrants($14.51) Record &
Company, - common Beneficial
New York, N. Y.

43,870 15%

L. N. Lucas
Winnetka,
Illinois

Stock Option - Record
common

834 19.13%

J.M. Stogin
Wilmette,
Illinois

Stock Option - Record
common

1,750 40.14%

(c) All Officers
and Directors
as a Group

Common stock,
no par

Record &
Beneficial

Beneficial

$1.00 Cumulative Record &
Convertible Beneficial
Preferred Stock -. . ,

Beneficial

Warrants($20)
common

7% Convertible
Subordinated
Debentures

Stock Options •
common

Record &
Beneficial

Beneficial

Record &
Beneficial

Beneficial

Record &
Beneficial

78,413

68,959

9,300

659

22,455

2.81%

2.47%

2.07%

0.02%

19.01%

•N,

13,295-1/2 11.26%

$96,000 1.94%

$20,000

3,002

0.40%

68.85%

LS 000152
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CORPORATION

(formerly Golconda Mining
Corporation)

FORM N-1R, November 30, 197(

PART 1

I^tem 1.10 Number of Holders of Equity Securities.

r

Title of Class

$1.00 Cumulative Convertible
Preferred Stock - $1.00 par value

Common Stock - no par value

7% Convertible Subordinated
Debentures due January 1, 1990

Warrants expiring August 27, 1971

Warrants expiring January 15, 1979

Options on preferred stock

Number
of Holders

1,662

4,124

762

18

4

6

- 7 -
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G01 NDA CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 197
PART I

Item 1.13 Remuneration of Certain Other Affiliated Persons.

Capacities in which Aggregate
Name of Person Services were Rendered Remuneration

(a) Not applicable

(b) Linde, Thomson, Van Dyke, Legal Fees and §74,689
Fairchild & Langworthy Expenses
(Mr. Albert W. Thomson,
an officer and director
of the Registrant, is a
partner in that firm).

Brenner, Lockwood & O'Neal Legal Fees and $33,061
(Mr. Daniel L. Brenner, a Expenses
director of the Registrant,
is a partner in that firm).

Item 1.14 Indemnification of Directors and Officers (Section 17(h)).

Article VI of the By-Laws provides for "Indemnification of
Officers and Directors".

Directors and Officers are insured and indemnified against any
claim(s) made against them, jointly or severally, for loss caused by
any negligent act, any error, any omission, or any breach of duty
while acting in their capacity as Director or Officer. The policies
do not apply to: claims for libel or slander; for claims under
Section 16(b) of the Securities Exchange Act of 1934; for improper
compensation; for personal profit, for advantages to which the party
was not legally entitled; or for claims brought about or contributed
to by the dishonesty of the party.

Item 1.15 Employees of Registrant.

(a)
Number of Number of
full-time part-time

Class of Employees employees employees

(1) Of the registrant
Executive and research H 2

(officers)
All other employees 1,746 0

(2) Of a Section 2 (a) (19) (iii) -
type company (state name)
Executive and research Not applicable Not applicable
All other employees Not applicable Not applicable

(b) Not applicable.

item x.ib Custody of Securities and Similar Investments (Section 17 (f)).

(a) Not applicable
(b) Not applicable
(c) Securities are maintained in custody of registrant and are

deposited in the Idaho First National Bank, Wallace, Idaho for
safekeeping* except 594,850 shares of Hecla Mining Company stock
which are pledged as collateral on notes payable to banks.

(d) Not applicable

LS 000161
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GOLCO' "A CORPORATION
(form^.ly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART I

Item 1.17 Fidelity Pond (Section 17 (g)).

The Aetna Casualty and Surety Company

Bond No. 55 BY 66

$50,000 coverage - Commercial Blanket Bond in effect
entire year.

Item 1.18 Investment Advisers (Section 15(a)).

(a) Not applicable

(b) Not applicable

Item 1.19 Entry into or renewal of Investment Advisory Contract
(Sections 15(a) and 15(c)) .

Not applicable

Item 1.20 Business and Other Connections of Management and of
Investment Adviser.

See Item 1.11 (a) above.

Item 1.21 Personnel of Investment Adviser*

Not applicable

Item 1.22 Services Provided by Investment Adviser.

Not applicable

Item 1.23 Administrative and Other Services.

(a) H. P. Magnuson and Company

(b) Accounting, general office services and stock transfer
services.

(c) The amount of compensation paid for above services by
registrant for the fiscal year ended November 30, 1970
was $56,325.

Item 1.24 Other Persons Furnishing Investment Advice.

None

LS 000162
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GC DNDA CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 19'
PART I

Intern 1.25 Portfolio Turnover Rates.

(a)
Turn- Dollar Amount of

For the over Purchases of Port-
Year Ended Rate folio Securities

November 30,
1970 2.19%

December 31,
1969 .21% $1,008,342

December 31,
1968 1.29% 462,125

Dollar Amount of
Sales of Port-

folio Securities

$462,057

48,626

350,623

Dollar Amount o
Average Monthly

Portfolio
Securities

$21,085,211

22,561,727

27,094,662

(b)

November 30,
1970 2.19%

December 31,
1969 .21

December 31,
1968 1.29%

$1,008.342

462,125

$462,057

48,626

350,623

$21,085,211

22,561,727

27,094,662

Item 1.26 Purchases of Securities on Margin? Joint Trading; Short Sales.

Not applicable

Item 1.27 Holdings of "Restricted Securities" Other Than Straight
Debt Securities.

During the year Registrant acquired 4,308,020 shares of Alice
Consolidated Mines, Inc. in exchange for its holdings of Alice Silver-
Lead Mining Co. , United Lead-Zinc Mines Company and Mullan Silver-
Lead Mines Company. The shares of Alice Consolidated were taken under
an "Investment Letter" which has been filed with the Securities and
Exchange Commission.

Item 1.28 Purchases of Portfolio Securities Shortly Prior to
Ex-Dividend Dates.

Registrant did not follow a practice during the fiscal year of
purchasing portfolio securities shortly prior to the ex-dividend date.

Item 1.29 Monthly Sales of Registrant's Shares; Dividends, Capital
Cain: 1..'.": t'.'._j Distributions"!

(a)
Distributions Per Share

Dividends
Total from net income Capital gains Other

number of Record Record Record
Month shares sold Amount Date Amount Date Amount Date

Not applicable $.06 6/15/70 - - -

Not applicable $.06 12/15/70 - -

(b) Not applicable

LS 000163
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GOLf"NDA CORPORATION
( f o x . ^rly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART I

Item 1.30 Solicitation of Proxies (Section 20(a)K

(a) May 12, 1970 (regular) and August 12, 1970 (special)
adjourned to September 4, 1970.

(b) Proxies were solicited by the management of the Registrant.

(c) Definitive proxy material was filed with the Commission
with respect to such solicitation on July 6, 1970 (mailing
date) .

Item 1.31 Practice Regarding Participation by Brokers and Dealers
in Commissions or Other Compensation Paid on Portfolio
Transactions of Registrant.

(a) Not applicable

(b) Not applicable

Item 1.32 Interests of Certain Persons in Investment Adviser,
Principal Underwriter or Certain Brokers and Dealers;
Commissions Paxd to Certain Brokers and Dealers.

(a) Not applicable

•(b) Not applicable

(c) Not applicable

(d) Not applicable

=¥-Lie
Item 1.33 Policy with Respect to Trading in Securities by Certain

Affiliated Persons of Registrant or of Investment Adviser.

(a) Registrant has no established code of ethics pertaining to
trading in securities by its directors, officers or employees,

(b) Not applicable

Items 1.34 through 1.38 Apply Only to Open-End' Companies.

Item 1.39 Financial Statements and Exhibits.

(a) Financial Statements - See index to Financial Statements
and Schedules - Page F-2

(b) Exhibits -

1. EDP Attachment for Form N-1R of
Registered Closed-End Management
Investment Company, for the fiscal
year ended November 30, 1970

2. Calculation of Earnings Per Share,
November 30, 1970

3. Joint Proxy Statement of Golconda Mining
Corporation and Astro Controls, Inc.
dated June 30, 1970

LS 000164
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GOLCONP- CORPORATION
(formei y Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART I

S I G N A T U R E

This Part I of the registrant's report on Form N-1R
has been submitted to each member of the board of directors of
the registrant, and, pursuant to the requirements of the
Investment Company Act of 1940, the undersigned registrant has
caused this Part I to be signed on its behalf in the City of
Chicago, and State of Illinois on the 12th day of May, 1971.

GOLCONDA CORPORATION
(formerly Golconda Mining

Corporation)

M. Stogil
Vice Presideal

IK
.eatX.

Witness: fe. G.. v̂*̂ -Ẑ fa

Assistant-Secretary
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GOLCONDA CORPORATION AND SUBSIDIARIES

FINANCIAL STATEMENTS
FOR INCLUSION IN FORM H-1R
ANNUAL REPORT FILED WITH

SECURITIES AND EXCHANGE COMMISSION

November 30, 1970
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Golconda Corporation and Subsidiaries

INDEX TO FINANCIAL STATEMENTS AND SCHEDULES

November 30, 1970

- Page

AUDITORS' REPORT F_ 3

FINANCIAL STATEMENTS

CONSOLIDATED BALANCE SHEET

ASSETS F- 4

LIABILITIES F- 5

CONSOLIDATED STATEMENT OF OPERATIONS F- 6

CONSOLIDATED STATEMENT OF STOCKHOLDERS' EQUITY F- 7

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS F- 8

SCHEDULES

III - INVESTMENTS IN SECURITIES OF AFFILIATES F-14

V - PROPERTY, PLANT AND EQUIPMENT F-15

VI - RESERVES FOR DEPRECIATION, DEPLETION AND
AMORTIZATION OF PROPERTY, PLANT AND
EQUIPMENT F-16

IX - BONDS, MORTGAGES AND SIMILAR DEBT F-17

XII - RESERVES F-18

XIII - CAPITAL SHARES F-19

XIV - WARRANTS OR RIGHTS F-20

XVI - SUPPLEMENTARY PROFIT AND LOSS INFORMATION F-21

Schedules I, II, IV, VII, VIII, X, XI, XV and XVII are omitted as
either not applicable or not required.

The individual financial statements of the company are omitted because
consolidated financial statements•are filed and because the Registrant
is primarily an operating company and all subsidiaries included in
the consolidated financial statements are totally-held subsidiaries.
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AUDITORS' REPORT

Board of Directors and Stockholders
Golconda Corporation

We have examined the consolidated balance sheet of Golconda

Corporation and Subsidiaries as of November 30, 1970, and the related

statements of operations and stockholders' equity for the year then

ended (note 1). Our examination was made in accordance with generally

accepted auditing standards,and accordingly included such tests of the

accounting records and such other auditing procedures as we considered

necessary in the circumstances.

In our opinion, the accompanying consolidated balance sheet

and statements of operations and stockholders' equity present fairly

the financial position of Golconda Corporation and Subsidiaries as of

November 30, 1970, and the results of operations for the year then

ended, in conformity with generally accepted accounting principles

applied on a consistent basis.

We have also examined the supporting schedules included in

this report, and in our opinion these schedules present fairly the

information required to be set forth therein.

ALEXANDER GRANT 8k COMPA
Certified Public Accountants

Chicago, Illinois
January 18, 1971

LS 000168
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Golconda Corporation and Subsidiaries

CONSOLIDATED BALANCE SHEET

November 30, 1970

ASSETS

CURRENT ASSETS
Casn $ 1,583,454
Marketable securities - at cost plus

accrued interest, which approximates
market 1,061,310

Notes and accounts receivable, less allow-
ance for uncollectible receivables of
$53,000 (Schedule XII) 8,883,940

Inventories (note 2) 12,914,944
Prepaid expenses and sundry deposits 140.957

Total current assets 24,584,605

INVESTMENTS - AT COST (approximate market
$19,824,995)(note 3 and Schedule III) 4,925,848

PROPERTY, PLANT AND EQUIPMENT - AT COST
(less accumulated amortization, depletion
and depreciation of $8,735,008) (note 4
and Schedules V and VI) 6,018,026

OTHER ASSETS
Excess of cost over underlying equity of

net assets acquired (not subject to
amortization) $4,374,476

Notes receivable, less current portion
of $413,678 1,081,322

Deferred debt expense - net of amortization
on the bonds outstanding method 852,867

Cash surrender value of life insurance 256,189
Sundry 153.551 6.718.405

$42,246,884

The accompanying notes are an integral part of this statement.
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Golconda Corporation and Subsidiaries

CONSOLIDATED BALANCE SHEET

November 30, 1970

LIABILITIES

CURRENT LIABILITIES
Current maturities of long-term debt
Notes payable - bank (note 3)
Accounts payable
Dividends payable
Income taxes
Accrued liabilities

Total current liabilities

602,936
2,330,000
2,392,848
210,031
191,017

1.276.241

7,003,073

LONG-TERM DEBT (note 5 and Schedule IX) 13,320,533

DEFERRED LIABILITIES 530,367

COMMITMENTS AND CONTINGENCIES (note 6)

STOCKHOLDERS' EQUITY (notes 8 and 9 and
Schedules XIII and XIV)
Capital
Preferred
Common

Additional contributed capital
Retained earnings

Less treasury stock - at cost

$ 449,856
769,217

6,532,185
14.127.253
21,878,511

485.600 21.392.911

$42,246,884

F-5
LS 000170

Golc-CDAdm-0168



Golconda Corporation and Subsidiaries

CONSOLIDATED STATEMENT OF OPERATIONS

Year ended November 30, 1970

Net sales $457864,833

Cost of goods sold 35.498.737

Gross profit 10,366,096

Selling, general and administrative
expenses 7.613.342

Operating profit from manufacturing
operations 2,752,754

Investment revenues - net (note 3 and
Schedule III) 22.015

Operating profit 2,774,769

Other income (deductions)
Interest expense $(1,158,292)
Sundry - net 150.303 (1.007.989)

Earnings before income taxes
and extraordinary items 1,766,780

Income taxes (principally Federal) 835.000

Earnings before extraordinary item 931,780

Extraordinary item
Loss on discontinued operation and liquida-
tion of the Paris, Illinois division, net
of Federal income tax credit of $1,032,000 995.187

NET LOSS $ (63,407)

Earnings (loss) per common share (note 10)
Earnings before extraordinary item $ . 17
Extraordinary item (.36)

Net loss $(.19)

The accompanying notes are an integral part of this statement.
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Golconda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS

November 30, 1970

NOTE 1 - PRINCIPLES OF CONSOLIDATION

The consolidated financial statements include the accounts of
Golconda Corporation, formerly Golconda Mining Corporation, and its
wholly-owned subsidiaries. Effective September 15, 1970, the company
acquired all of the outstanding stock of Astro Controls, Inc.", and
has accounted for the transaction on a pooling-of-interests basis.

The company, which previously reported on a calendar year, adopted
a November 30 fiscal year end. Accordingly, the statement of opera-
tions includes the results of operations of Golconda Corporation for
the eleven months ended November 30, 1970, combined with those of
Astro Controls, Inc. for the twelve months then ended. Operations
of Golconda Corporation for the month of December 1969 excluded from
the statement of operations were insignificant.

The company's equity in net assets of consolidated subsidiaries
exceeded its investment by $61,220 at November 30, 1970. This amount
represents undistributed net earnings of subsidiaries since dates of
acquisition or organization and is included in retained earnings.

NOTE 2 - INVENTORIES

Inventories used in the computation of cost of goods sold are as
follows:

November 30.
1970

Finished goods
Work in process
Raw materials and supplies

$ 8,299,521
2,457,057
2.158.366

1969

$10,764,921
2,603,716
2.423,027

$12,914,944 $15,791,664

Inventories are stated at the lower of cost (determined by the first-
in, first-out method) or market.

NOTE 3 - INVESTMENTS

At November 30, 1970, 594,850 shares of Hecla Mining Company stock
are pledged as collateral under notes payable to banks. During the
year, the company entered into an agreement with the Hecla Mining
Company which restricts the sale of Hecla stock to certain amounts
during a period ending August 15, 1972.

Investment revenues are comprised as follows:

Net investment loss
Income - principally dividends
Expenses - including interest of $198,206(a)

Net realized gain on investments
Aggregate sales price
Cos t ,

Investment revenues - net

$ 129.139
343.066
(213,927)

462,057
226.115
235.942

$ 22,015

(a) During 1970, the company, for financial reporting purposes
only, expensed interest on certain debt in the amount of
$108,389. In 1969, interest on this debt in the amount of
$75,000 was capitalized as cost of investments.
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Golconda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS- CONTINUED

November 30, 1970

NOTE 3 - INVESTMENTS - Continued

Alice Consolidated Mines, Inc. owns 1,109 acres of raining properties.
Hecla Mining Company and Alice Consolidated Mines, Inc. are engaged
in an exploration and development program to be conducted by-Hecla on
this property. The company has a 20 per cent participation in the
preproduction costs for the exploration and development program. The
company's expenditures are expected to amount to $500,000 over a
five-year period, commencing in 1972. The company will receive 20 per
cent of the net profits, if any, until such preproduction costs have
been recovered, and 10 per cent thereafter.

NOTE 4 - PROPERTY, PLANT AND EQUIPMENT

Property, plant and equipment at November 30, 1970 is comprised as
follows:

Buildings and improvements
Machinery, equipment and tools
Office furniture and fixtures
Mining properties

Accumulated depreciation and amortization

Land

$ 3,397,315
9,454,529
624,930
631.505

14,108,279
8.735.008
5,373,271
644.755

$ 6,018,026

Depreciation and amortization of $867,949, computed primarily on the
straight-line method, is provided for in amounts sufficient to relate
the cost of depreciable assets to operations over their estimated
service lives. The estimated service lives and methods used in
determining depreciation are as follows:

Description

Buildings and improvements
Machinery and equipment

Service
lives

8 to 50 years
5 to 20 years

Furniture and fixtures
Automobiles and aircraft

Land improvements
Leasehold improvements

Method of
depreciation

Straight-line
Straight-line and

double declining-
balance

Straight-line
Principally double

declining-balance
Straight-line
Straight-line

8 to 20 years
3 to 6 years

20 years
Life of asset

or term of
lease, which-
ever is
shorter

Maintenance and repairs are charged to operations as incurred.
Betterments and major renewals are capitalized. Upon sale or disposi-
tion of properties, the asset account is relieved of the cost and the
accumulated depreciation account is charged with the depreciation
taken prior to the sale with any resultant gain or loss reflected in
earnings.

LS 000174
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Golconda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 5 - LONG-TERM DEBT

Long-term debt at November 30, 1970 is comprised of the following:

Note payable to bank at an interest rate of 1/2%
above the prime rate, principal payments of
$100,000 due quarterly, beginning May 1, 1971,
final payment due August 1, 1975 $ 2,000,000

7% subordinated notes to insurance companies
payable in semiannual sinking fund payments
of $250,000, commencing July 15, 1971, final
payment due January 15, 1979 4,000,000

7% convertible subordinated debentures due
January 1, 1990 . 4,952,000

10% first mortgage note payable in monthly
installments of $28,975 including interest,
final payment due April 1, 1990 2.971.469

13,923,469
Less current maturities 602.936

$13,320,533

The 7% subordinated notes to insurance companies and the 7% convert-
ible subordinated debenture agreements contain certain covenants,
the most restrictive of which provide, among other things, that the
company:

Will maintain consolidated net working capital of $10,000,000
and consolidated net worth, as defined, of $10,000,000. At
November 30, 1970, consolidated net working capital and consoli-
dated net worth, as defined, were $17,366,776 and $15,594,318,
respectively.

Will not pay cash dividends or acquire for cash any shares of its
stock in excess of 50% of cumulative consolidated net income, as
defined, after December 31, 1968. At November 30, 1970, retained
earnings in the amount of $156,093 were free of such restrictions.
The current annual cash dividend requirement on the cumulative
convertible preferred stock outstanding is $449,856. No dividends
were in arrears at November 30, 1970.

Will not incur unsecured bank indebtedness due within one year in
excess of $3,000,000 and for a period of 60 consecutive days
duriner ear.h <-«if>nd>ar year, the company shall not have any such
unsecured indebtedness outstanding.

Will not incur secured indebtedness in excess of $2,000,000.

Will not incur obligations under long-term leases as defined in
excess of $150,000 per year. The current annual obligation under
such leases is $130,000.

All covenants were either complied with or expressly waived.
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F-10

Golc-CDAdm-0173



Golconda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 5 - LONG-TERM DEBT - Continued

In connection with loan agreements, the company has issued warrants .
entitling the holders thereof to purchase, at prices from $14.51 to
$20.00, up to 410,592 shares of the company's common stock. -These
warrants expire at various dates through January 15, 1979.

The trust indenture underlying the convertible subordinated deben-
tures provides, among other things, that the debentures are redeem-
able at the company's option at prices ranging from 107% in 1970 to
100% in 1984; that annual sinking fund payments of $325,000 are
required beginning in 1976; that the company has an option to make
additional annual payments of $325,000 beginning in 1975 and, that
the debentures are convertible into shares of common stock at a
conversion price of $10.67 per share (subject to antidilution
provisions).

The aggregate amounts of long-term debt maturity in each of the five
years subsequent to November 30, 1970 are as follows:

1971 $ 602,936
1972 958,479
1973 964,602
1974 971,367
1975 1,078,840

NOTE 6 - COMMITMENTS AND CONTINGENT LIABILITIES

Federal income tax returns of the company (formerly Golconda Mining
Corporation) for the years 1962 through 1966 were examined by the
Internal Revenue Service and an additional tax of $276,571 was
proposed. A petition was filed with the Tax Court and the hearing
was concluded during the year, however no decision has been rendered.
It is the opinion of counsel that there is no deficiency owed by the
company. In addition, the company's (formerly Golconda Mining
Corporation) Federal income tax returns for the years 1967 through
1969 were examined and the Internal Revenue Service proposed tax
deficiencies amounting to $70,170. The ultimate liability, if any,
for such deficiencies, is presently undeterminable.

NOTE 7 - EMPLOYEE BENEFIT PLANS

The company has various benefit plans, including pensions, profit
sharing and executive incentive compensation plans covering a substan-
tial portion of its employees. Provisions for these plans for the
fiscal year ended November 30, 1970 approximated $640,884. The
pension pit;: 1~ foi' __:........ '.l_ily all salaried employees and full-time
hourly rated employees of two divisions. Unfunded past service costs
are being funded on a thirty-year basis; current costs are being
funded as accrued. The actuarially computed value of vested benefits
for all plans as of November 30, 1969 (the most recent actuarial
valuation date) exceeded the total of the pension funds by $3,300,000.
The charge to operations for the cost of the pension plans for the
year ended November 30, 1970 was $513,696.

The consolidated statement of operations includes employees' dis-
cretionary bonuses in the amount (net of taxes) of $138,000 or $.05
per share, which were paid in April 1970. Employees' discretionary
bonuses were not paid in 1969. This bonus plan has been discontinued
and no further payments are required. „ 000176
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Golc-nda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 8 - STOCK OPTION PLAN

The company has a qualified stock option plan at November 30, 1970
in which options covering 4,360 shares of cumulative convertible
preferred stock were previously granted but not exercised. The
options were priced at 100% of fair market value at the date-of
grant and may be exercised in whole or in part at any time prior to
five years thereafter. All options were granted in prior years and
no additional options may be granted under the plan. The 4,360
shares under option had a fair market value at date of grant of
$92,539. During the year, no options were exercised, and options
to purchase 3,284 shares were cancelled.

NOTE 9 - CAPITAL STOCK

Preferred stock consists of 1,000,000 authorized shars of $1 par
value of which 449,856 shares are issued and outstanding at
November 30, 1970 and 4,360 shares of the authorized but unissued
preferred snares were reserved under the stock option plan (note 8).

The preferred stock is entitled to a preferential cumulative annual
dividend at a rate of $1 per share. The shares are redeemable at
the option of the company after May 6, 1974 at $37.50 per share plus
unpaid cumulative dividends. The aggregate redemption value at
November 30, 1970 is $16,869,600. The preferred stock has liquida-
tion rights over the common stock in any final distribution and is
entitled to one vote for each share held. No dividends are in
arrears.

The preferred shares are convertible into common shares at the
option of the holder at the rate of one and one-half shares common
stock for each preferred share held. This conversion rate is
subject to antidilution provisions.

Common stock consists of 7,500,000 authorized shares,without par
value, of which 2,786,826 shares are outstanding. At November 30,
1970, 1,556,021 shares of authorized but unissued shares of common
stock have been reserved as follows: 674,784 shares upon conversion
of preferred stock; 464,105 shares upon conversion of the 7% con-
vertible subordinated debentures (note 5); 410,592 shares upon
exercise of warrants for the purchase of common stock (note 5); and
6,540 shares under the stock option plan (note 8).

At November 30, 1970, there are 67,000 shares of common stock held
in treasury.

NOTE 10 - EARNINGS PER SHARE

Earnings per common share are based on the weighted average number
of shares, 2,771,084 outstanding during the period. The dividends
paid on preferred stock of $455,394 during 1970 were deducted in
arriving at earnings available for common stock. The effects of
the convertible preferred stock, stock options, warrants and con-
vertible debentures have not been reflected tn the computation of
per share data because they are antidilutive.
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Golconda Corporation and Subsidiaries

NOTES TO CONSOLIDATED FINANCIAL STATEMENTS - CONTINUED

November 30, 1970

NOTE 11 - SALARIES AND EXPENSES

During the year ended November 30, 1970, the aggregate remuneration
paid to directors and officers amounted to $440,000.

Expenses include charges for legal services of Linde, Thomson,
Van Dyke, Fairchild & Langworthy amounting to $75,000 and of Brenner,
Lockwood & O'Neal amounting to $33,000. Travel and other expenses
of $28,000 were also paid to Midland Aircraft Corporation. Certain
officers and directors of the company are members of these firms.

F-13
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Golconda Corporation and Subsidiaries

SCHEDULE XII - RESERVES

November 30, 1970

Column A

Description

Column B Column C
Additions

(1)

Column D Column E

Balance at Charged to Deductions Balance at
beginning profit and from close of
of period loss or income reserves period

Allowance for uncollect-
ible receivables $49,900 $18,848 $15,748 $53,000

Column C(2) - None

F-18 LS 000183

Golc-CDAdm-0181



CO
cu

cfl CO
•rl W
•a os
•H 4!
CQ

3
03

TJ
C
Cfl

c
o
•H
•P
Cfl
rt
Oa
rloo
cfl
•o
c
o
yi-i
o
o

CO

J

a
cl

3a

CO

o
r-

o
co

CD

i

rC

C
s
3
rH

O
u

0

c
s
3
rH
o
u

CO
cfl

00
c
•H

H

C

rH
O

CJ

•a
c
cfl
•p
CO
•p
3
0

CO
4)
r.
Cfl
j3
CO

CO

rl
Cfl

a
c

rH
Ou

.e
CO

VI
o
rt
0

- 1

o
c
— J
l-t
oo

CO

c
e
3
rH
0

CJ

s-
4)
Q

e
3
z

•o
4)
T3
3
rH
y
c
•H

rl
0

c
o
c
ô
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Golconda Corporation and Subsidiaries

SCHEDULE XVI - SUPPLEMENTARY PROFIT AND LOSS INFORMATION

November 30, 1970

Item

Maintenance and repairs

Depreciation and amortization

Taxes other than income taxes
Real estate and personal property
Payroll
Sundry state taxes

Rents and royalties

Column B Column D
Charged directly to
profit and loss
(1)

To cost of (2)
goods sold Other Total

$852,148 $ 49,072 $ 901,220

638,718 229,231 867,949

279,501
581,347
1.424

862,272

170,129

22,141
136,136
85.683
243,960

258,911

301,642
717,483
87.107

1,106,232

429,040

Column C(l) and C(2) - None.
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SEC File No. flll-1342 EXHIBIT

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

PARTI

EDP ATTACHMENT FOR FORM N-1R

OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 19 70

GOLCONDA CORPORATION (FORMERLY GOLCONDA MINING CORPORATION)
(Name of Registrant)
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SEC riu N.. 811- 1342 E D P C l o s e d - E n d . P a r t I -NIR

Item
1.00

Classification:
a. Size: Value of total assets
b. Diversified company - Sec. S(b)(l) (yes or no)
c. Dual purpose conpeny*' <*•• °* no)

57,146,031
No
No

I/ H« wii«t«ttia« laco« tat eapiul

S E C
use

..A

..8

..C

Item Securities of registrant registered on a national securities exchange:
1.01

Till* af Clotti
Exchong* on which r««l«»*r«d'Ch«ck appropriate column*:

AMS | MYS | PCS | MSE JCBTJ CIN | 0$E | BJE |NAT| PBSJ PIT | SLS | SPK | OTHER

221
N

01 Common - No Parevalue
02

03

04

05

06

07

1 02(o) 1- If registrant >s a diversified company, state whether at the end of each fiscal quarter
at least 75% of the value of its total assets was represented by cash and cash items .
(including receivables), Government securities, securities of other investment companies, INAP
and other securities as defined in Section 5(b)(l) of the Act (yes or no) I -A

2. If the answer to 1 above is "no*, state whether any discrepancy was wholly or partly the i TM* p
result of the acquisition by registrant of any security ot other property (yes or no) I I ..B

Item If registrant is a diversified company, state whether it made any commitment as underwriter,
1.03 immediately following which the amount of its outstanding underwriting commitments, plus

the value of its investments in securities of issuers (other than investment companies) of
which it owned more than 10% of the outstanding voting securities, exceeded 2554 of the I JNAP
value of its total assets .(yes or no) I 004

Item a. State whether registrant met the requirements of Subchapter M of the Internal Revenue —
1.04 Code during its last taxable year (yes or no) 2l2 ..A

b. State whether it intends to do so during its current taxable year (yes or no) ' ^0 ..3

LS 000188 ~~
Item Operating expense and income ratios: TM1P —
1-05 a. Ratio of operating expenses to total investment income —-v\a °t "A

b. Ratio of operating expenses to average net assets —^'.'/., ^° -3
c. Ratio of net income to average net assets I — ^ -C

Amounts used in computing above ratios:
d. Total investment income S i£££ I ..D
e. Total operating expenses $ —
f. Total net income $ ±££2. ..F
g. Average net assets . . $ . T\TSP ..0(2.

Golc-CDAdm-0186



sec Fit. NO. 8V1-illi. EDP C l o s e d - E n d . Pa r r i - r
Item
1.06

Senior securities of registrant and applicable asset coverages:

Title of Class1'

a. Indebtedness (including bank loans):

'• ^Qoor^Sind Lud Noras Payafcle
3 First Mortaaae Payable

5 Percent asset coverage for totol indebtedness • • •
b. Stock (senior security):

i Preferred Stock-Involuntary Conv«»r
i.
i.

5. Percent asset coverage for senior securities reprei

«! i on Va 1 no

tenting stock , ,

Amount Outs tanding ,
Exc luc ing Trooiury

Socurilios^

s 4 ,330 ,000
$ H , U L 'J , U U U

< 16,253. 469
295.59 %

c i CL aca cnn
S
<
$ 1 6 , 8 6 9 , 6 0 0

188.46 7,

I/ List «ach class of aanior eecwlty undar tha approprlata haadlnc*
}/ Amount of *ach elaaa of Indabladnaaa, or total involuntary liquidation prafaronca of aach elaaa of stock.
V A unfit ratio (aa a parcantafa) for total ladabtadnaaa, aa epeclfled In instruction 1 to Itsra 1.06 of farm N > I R and Section la(h)

of tha Act.
4/ A sinila ratio (aa e percentage) for total indabtnaaa plua senior aacuritiaa rspreeenUne Mock, aa apecl/lad in instruction 2 to

[urn 1.06 of Pom N-1R and Section l»(h> of lha Act.

Item
1.07(o)

Sales, repurchases, and redemptions of securities
(totals for fiscal year):1'

Class:

Common Stock:

b. Repurchases shs.
Preferred Stock:
c. Sales shs.

Debt Securities:
e. Sales. . .

No. of »hara.V

or prin. om't.
01 debt

(A)

853,675*

449.956*

f
«

Hot
Consideration

(B)

5 INAP
< INAP

^ INAP
5 INAP

? INAP
c INAP

*Exchanged for Astro Controls stock in merger of 9/15/70

I/ Bxcludlna. short-tana papor. alnkltu toad or similar parlodlc doeraaaaa undar tsrms of |o*«mlni las trum sots, and paymanta of
dabt at maturity.

J/ Adjusted to refloat any stook dividend or stock split durlnc tha y«ar. U any. ipael/y data and oasis:

Item
l.07(b)

Item
1.07(c)

LS 0001B*

State whether ail securities issued by registrant, other than shares issued as stock
dividends or stock splits or through reinvestment of dividends or distributions, were

State whether registrant issued any of its securities:
( 1} For services (ves or no^ No

(2) For property other than cash or securities (including securities of which
registrant is the issuer), except as a dividend or distribution to its security ,,
holders or in connection with a reorganization (vfes or no} ^^

Item
l.07(d) State whether registrant sold any shares of its common stock at a price below the current

net asset value (exclusive of any distributing commission or discount), other than as
permitted by a provision of Section 23(b) of the Act fu" nr nr^ ^®
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SEC PH. N.. an- E D P C l o s e d - E n d , Pa r r I - N I R ! « C
' USE

If em
1.07(t) State whether registrant purchased any securities of which it was the issue

DC trained by a provision of Section 23(c) of the Act or the rules thereunder

Item Persons owning of record, or known by registrant di-
1.09(o) fcctly »' indirectly to own. control, or hold with power

to vote, 5% or more of outstanding voting securities of
registrant:
(If individual, state last, first and middle names.)

01 First Grovstone Associates
02
03
04
05
06
07
08
09
10
11
12
13
14
15
16
17

TH»
Owfwrahlpl/

RB

r, other than as
(yes or no)

No

Social
Security or
IRS Empl.
Idont. No.

(A)

43-0860616

%
Owned

(B)

9.821

I/ Inaart "»" if record, "a" 1( b*M(lcUl. or "RB" K record «n4 banaflelal.

Item Approximate number of holders of record of each class of equity securities:
1-10 Title of Class

(A)

$1.00 Cumulative convertible preferred stock - $1.00 par value
Common stock - No par value
7% Convertible subordinated debentures due January 1, 1990
Warrants expiring August 27, 1971
Warrants expiring January 15, 1979
Options on preferred stock

Item
1.1 1 (a) State whether registrant had a board of directors more than 60% of the members of which

were investment advisers of, affiliated persons of an investment adviser of, officers or em-
ployees of, or regular legal counsel for, the registrant". '- . - Cves or not

(b) State whether 50% or more of the members of the boa
regular brokers for registrant or affiliated persons of any

(c) State whether 50% or more of the members of the boa
principal underwriters of securities issued by registrant
principal underwriters".

rd of directors of registrant were
such brokers" (yes or no)

rd of directors of registrant were
or affiliated persons of any such

fves or no}

(d) State whether 50% or more of the members of the board of directors of registrant were in-

Number
of Holdcri

(B)

1,662
4,124

762
18

4
6

No

No

No

\'avestment bankers or affiliated persons of any investment banker" (yes or no)

(e) State whether a majority of the board of directors of registrant were officers or di- '
rectors of any one bank" (yes or no) [_ NO

l/ IF"!?' «?••""«•**» «•»• Proviiiona of S.clion I0(«) tiffin Act. ft r.ftatrmm ia an unincorporated companr no<
bo*ril »f dir.clor.. lhi» it.m th.ll .poly to th. board of diractora o( th« dapoiiur of ra(i«tranl and.
graph (a), to tha board of dlractora at ,,,r, innaiaant adviiar of rafiainm.. axcapt ut th« <:••• of para-

LS 000190
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Item Remuneration received by registrant's directors,
1.12 officers and advisory board members from tlic com-
(oHl) pic*:" Total remuneration received by each of rci;-

islrunl's directors. Ilitec hic.l>c»t p»id officers, und
advisory board members, whose rerouncrulion
exceeded $30,000 from the complex: "

(L.ist) (First) (Middle)
01 Cocn Michael J.
0° Koo«2-"i Albert S.
03 Lucas Lawrence N.
04 Keoen Robert P.
'•} 5
06
07
08
09
10
11
12
13
14

E D P C l o s e d - E n d . P a r e I - N I R -

Position*
with

Chmn.Bd
chrhhfBd
VP &Dir
Vf

Social
Security
Number

(A)

500-07-4308
317-65-9564
283-10-9205
31J-24-5695

Total . . .

Item
1.12 Total remuneration received as a group by ail of registrant's directors and officers

Item
1.12 Total remuneration received as a group by all of registrant's advisory board members

'''T. . Pension or retirement benefits: Total amount set
1 • IAD; aside or accrued during fiscal year by the

complex •/ for pension or retirement benefits pro-
posed to be paid to each person named in Item
1.12(a)(l) above:

Name
(Last) (First) (Middle)

01 Coen Michael J.
02 Xecen Albert S.
03 Lucas Lawrence N.
04 Kepen Robert P.
OS
06
07
08
09
10
11
12
13
14

Notes to Items 1.12(aXD through 1.12(b):

Position*
with

Registrant!/

Chinn . Bd
cKmh^Bd
VP&DIR.

VP

Social
Security
Number

(A)

LS

Total . .. .

Total
Dollar Amount

from CompleiV

(8)

S
39,816
73,130
72,120
4 6 , 7 0 8

C 2 J 6 , 774

$ 4 4 0 , 4 6 5

s INA?

Dollar Amount
Set Aside or

Accrued

(S)

S
6 , 6 9 0_

2 3 , 8 9 0
-

000191

S 30, 580

>/ Th« *comples* consists of registrant and companies and firms rslcted to reflslrent •• specified in clauae* (i) through (•) of
paragrsph (s) of lisa 1.12 of Form N-IH. The details with respect to the remuneration received from each member al me
complei shall be included in the answers to Item 1.12 of Fora N-1R.

3/ Indicate positions by tae following symbols: D-dir*ctor; O-offlcer; A-*d»i*orr board •ember.

sec
U i E

2*1

C;2

043

044

~N~
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sec PH. NO. an- 134?- . C l o s e d - E n d , Pure I — N I R

Item KVmmicnilion in excuse of $30,000 received
J.13 from rcrt'Slrnnt nnd its subsidiaries by ccrtuin

other ;iffiliule<l persona o( registrant (or
affiliated person* thereof) or of its investment
adviser or principal underwriter, as specified
in Item 1.13 of Form N-1R:"

If individual, state last,
first and middle names

01 Linde,Thomson,VanDyke,Fairchild
Langwortfty

02 Brenner,Lockwood & O'Neal

Social Sac.
or IRS Empl.

Idont. Na.

(A)

-0658478

Capacities in
Which Sarvlcai

(B)

Legal Fees&Exp

Aggregate
Ramunaratian

(C)

74,689

44-0640008 Legal Fees&Exp 33,061

03

04

05

06

07

08

I/ E*clud* information rural *a*d la th« aaawon la Itoau 1.12(a), 1.1$(«X<) and l.JJ(c).

Item Employees of registrant and of any company
ig furnishing services at cost (Section

2(a)(19)(iii>of the Act) to registrant:

Class af Eflipfayaas:

Exac. and Rasaarch
Numbar afi

All Othar Employ***
Number of:

Pul l - l im« Part-tin*Pull-tima Port-tira*
(A) (B) I (C)

(1) Of registrant H 2 1,146
(2) Of a Sec. 2(a)(19).(iii) type company... | INAP | INAP | INAP | INAP

(a) State name of Company:
Golconda Corporation(Formerly Golconda Mining

Item Custody of securities and similar investments; depositories:
1.16 a. Name of custodian:'

Type of custody: (check one)
b. Bank - Sec. 17(0(1)
c. Member Nat'l Sees. Exch. - Rule 17f-l
d. Registrant - Rule 17f-2 x

If registrant is custodian, name the deoository:
- e. Idaho First National Bank

LS 000192

I/ Into* in this space UM na» of the bank, »chu(. aw«b«r. or rvcUirem. la accordance with rtw type of eu.lody ch.ck.d btlov.

tem Amount and type of fidelity bond(s): Qc,

'•'^ »• Total amount s 50 , OOP
b. Type (blanket or individual) Blanket ..B
c. State whether in effect the entire fiscal year (yes or no) Yes
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1342 ED" : i osed-End , part I-

Item
1.18
(o)(3).l

Item
1.18
(o)(3)-2

Item
1.18
(a)(3)-3

Item
1.18
(<0(3)-4

Item
1.18
(o)(4)

Item
1.18(b)

Investment jdvisory contract: Fee rate (annualizcd) under registrant's a(
net os set value: v*v

Step:

i Pint ...

U ftf n*vt . . . . . .

n Of next

14 Ouor ..

I/ !/ registrant has mor* than ona inv*atm*m advlaar, aat forth la th* tabla th* f*a rata p
fa* (ram r*f istrant. Staia by footnota tha nama of such advlaar and. with raapaet to th
amount of tha faa paid to It, and by whom such (sa la paid.

I/ U fs* Is baaad wholly or partly on tha parformanea ol registrant, do not fill la this Use
balow.

I/ If a sln«la rata la charfad. laaart *ao limit* for laa amount la this spaea. U fraduatad
spaeaa U mar* sr* raqulrad.

Ivisory contract, as percent of

Value of Reentrant ' s
Nai Assai* and Faa Rata:

Nat Assais
(in millions)

(A)

f INAP v

Annual Fa*
Rol*

(9)

INAP %

; ld to UM adrlsar rccslvmt th* largssi
othar adviaar, tha nama, tha basis and

>, but ao Indleata In ham I.II(a)()Vl

'a* rataa ara enarcad. inssrt tha fiiuras
il atap amount aad rata. Add additional

Percent of net asset value limit in advisory contract on total annual expenses of | INAP %

State whether advisory fee paid by registrant is based wholly or partly on the performance INAP

State whether advisory fee paid by registrant is determined on a basis other than a percent
IN£P

LS 000193

Dollar amount of advisory fees paid by registrant . S INAP

Total dollar amount of advisory fees received by registrant's adviser, or
affiliated adviser thereof, from any associated registered investment com

by any
oaniesi/ ... $ INAP

I/ •At.oc.at** rtciattrvd iav«.tmoat company0 .(or purpotoo ol* thU it* a lo 6>rin«4 la la* traction 4 to !*•» l.U(«) ol Form
N-1R. •• quall/Ud by instruction 3 to TUB l.ltXb).

Uii.

Golc-CDAdm-0191



SEC Fil. Ho. 1342 ED? C l o s a - d - E n d , Part i_Ni

Item
1.19

Item
1.21

Item
1.22

a. If during the fiscal year registrant entered into an investment advisory contract, state
whether the action was by the vote of a majority of the outstanding voting securities of

b. If during the fiscal year registrant was a party to an investment advisory contract which
was in effect for a period of more than two years from the date of its execution, state Tvau

c. If during the fiscal year registrant renewed an investment advisory contract, state
whether such action was by either the vote of a majority of the outstanding voting se-
curities of registrant or by the board of directors," in either case within a period of not more
than two years from the date of execution of the contract or not nor* than on* year from the

rvglimni (««c«pt «ol«lT in *«U poilUofM •• director* of rvfUirnt).
nl *dvl*«r or of ch«

Personnel of investment adviser (other than directors, officers, partners or Number of:
propnetors): Full.,im.

(A)
Class of personnel:

c. Account supervisors and counsellor* "Ziyi*

d. All other personnel INAP

Services which were supplied or paid for wholly or in substantial part by
investment adviser in connection with investment advisory contract:

b. Clerical and bookkeeping. .

h. Salaries and compensation of registrant's directors . . . ...
i. Salaries and compensation of registrant's officers
j. Reports to shareholders

1. Trading department
Other (specify):

m. .

Part-iimo
(B)

I NAP
IN7 A?
INAP
INA?

(/•« or no)

I NAP
I NAP
IMA?
I NAP
INAP
INAP
I NAP
INAP
INAP
INAP
INAP
INAP

INAP
INAP

LS 000194

a

C7£
..A

..a

..c

:

07S
0/5
077
(178

079
..A
..B
..C
..0
..E
..F
..G(
..H
.. 1
..J
..K
..L

...N
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sec Pii. N,. 811- 134? EL CIOS3t ! - t : ld . Part I-MR !HI

'"m a. State whether registrant paid any continuing fee as a percent of net assets
1-23 to any person for services,'7 otherwise than pursuant to an investment YES

If answer is "yes" state:
b Xo whom the continuing fee was paid:

H.F. Magnuson & Company

c. Relationship of recioient to registrant or its investment adviser
Public Accountant servic

d. vamre of service- Accounting, general office
« l^»i l a* Amount of fAnin*0nftfltio.fl DBifl

services & stock transfer
$ 56,325

f. Continuing fee rate (annualized) as percent of net asset value:

Step:

1. First
2. Of next

4. Of next
5. Of next
6. Of next .
7. Of next
8. Of next
9. Of next

10. Of next
11. Of next
12. Of next
13. Of next
14. Over

2/ It • iingl« rat* !• charfvd. ln««rt "no limit" for i)

•pt.c«« if mor* *r« r«quis«d>

Item
1 24 State whether registrant reported in Item 1.2

fiscal year that any person (other than its it
character specified in Item 1.24 of the form
investment advice to registrant or to its inv

Item
1.25 Portfolio turnover for last three fiscal

years:
(a) Total portfolio turnover:

1. Purchases
2. Sales
3. Monthly avg. value of portfolio sees.
4. Percent turnover

(b) Common equity portfolio turnover:
1. Purchases
2. Sales
3. Monthly avg. value of portfolio sees.
4. Percent turnover

Voluo of Registrant's
Not A»al> and Fee Rota:

Not Anon
(In million*)

(A)

S v

Annuol Foo
Roto

(B)

or
0

LS 000195

• 1.21 o( Form N-1R.
la amount in thi* tpaoo. If craduatad faa rota* ar* chan*d, m»«rt th« riguraa
th« ttap numbarod 14, Inaaft tha dnal atap amount and raca. Add additional

4 of its annual report on Form N-1R for the
westment adviser or other persons of the
and the instructions thereto) regularly furnished
estment adviser (ves or no)

Latcat:
19.7J)

(A)

S
$ 4 6 2 , 0 5 7
S21.085.211

2.19 «

s
S 462 ,057
$^1JII85J211_

2,19 *

NO

Pracad ing : E o > l i a » :
19.63 "-£8

(B) (C)

$1,008,342 5 4 5 2 , 1 2 5
$ 4 8 , 6 2 6 s 3 5 0 , 6 2 3

Cg!)

C31
N

es

032

P O T
Uij ^

^ Z ^

0-5
-'* ti

G:7
'-'11

Cc9
0:Q
C51
C:2
uS3
C5;
CS5
G95

097

C:5
^ . '.'

$22,561.727 « 2 7 . 0 ? 4 . 6 6 2 i ::.:•
.21% 1.29 ' i j

$ 1.008.342 « 452.125
$ 4 8 . 6 2 6 S 3 5 C . 6 2 3
$ 22. 561.727 $27 .054 . 562

.21 * 1-29 -r.

* - .

:G2
:3j
. v»

;cs
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S E C F,l. No. 811-Hll Eu . C l o s e d - E n d , Pa r t I -NMR :EC
U i C

Item
^'^ (a) portfolio trading transactions; borrowing: State whether registrant engaged in any

of die following types of transactions during the fiscal year: ( ro> or no)
1. Margin purchases ' °
2. Short selling •.
3. Joint trading
4. Option trading
5. Option writing
6. Borrowing of money

(b) Stale whether the transactions, if any, reported in the answer to (a) above were
permitted by registrant's policies as recited in its registration statement and reports
filed under the Act

Item Valv« in Ro« trie tod Percent of Total
1.27(b). i»euriti»»: Not A»et«:

Value of total net assets invested in "restricted securities", (A) (8>
other than straight debt securities, at end of the ^ 534 3]_2 8.13
fiscal year $ ' '

Item
'•^' State whether registrant followed a practice of purchasing portfolio securities shortly N

prior to the ex-dividend dates (yes or no)

Item
1.29(b) State whether registrant distributed capital gains distributions on other than an annual

basis (yes or no)

Item
1.30 State whether definitive proxy material was filed with the Commission with respect to

all solicitations of shareholders of registrant by or in behalf of the management of
registrant or its investment adviser (yes or no) es

Item
1.31 Considerations which affected the participations of brokers or dealers in commissions

or other compensation paid on portfolio transactions of registrant: (yet or no)

a. Sales of registrant's shares
b. Receipt of investment research and statistical information
c. Receipt of quotations for portfolio valuations I NAP
d. Ability to execute portfolio transactions efficiently and at best prices IN A?
e. Receipt of telephone line and wire services INA?
f. Affiliated relationship of broker or dealer17. IN'AP
g> Arrangement to return or credit part or all of commissions or

equivalent, or profits thereon:

1. To investment adviser or an affiliated person
thereof

2. To registrant INA_P_
Other (specify):

h. I NAP
i. INAP

LS 000196

I/ With ragUtram. It* inn• IB*at •dTtior, at on •miUtod p.r.oo of ilthcr of ttttm.
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L_

ED? C l o s e d - E n d . Pa re i-Ni.if"»«*
Item Direct or indirect interest which each director, otficcr, member of any advisory board or committee, and any j
1.32 person who owns of record or is known by registrant to own beneficially 5% or more of the outst.inding vot-
/ °\« /, % inj securities, and each partner, of registrant or of its investment advisor, had in the firms specified '

Name of investment adviser in which interest
was held:1'

Name(s) of holder of interest and relationship
to registrant or its investment adviser. u

01 ' INAP

02

03

04

OS

06

07

08

09

10

11

12

13

14

15

16

17

18

19

20

IRS Empl.
Idenr. No. of
Sac. S«e. N».

(A)

If ••curity h»U»r,
indlcaMi

Held«r «f m<*»
than 25% •(
anv <la«*v

(B)

INAPPLIC

Haider •< 25%
ar !••• af

any clat*

(C)

IBLE

II partner,
chacki

Holder
al J of 4
largest

iniaretti

(0)

Other

(E)

LS 000197
See next page for notes.

ill
N
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SEC Pile No. 1342 C l o s e d - E n d , Pa r t I - N I R J use

Item
U2
(a)&(b) continued

Beaker or dealer named ia Item 2.17(b) or 2.18,
in which interest was held,17 holder of such
interest and holder's relationship to registrant
or its investment adviser v

IRS Empl.
ldo.nt. N«. or
Sac. iec. No.

(A)

If ••Curirjr holder, indicate;

Holder of maim
than 25% of

(8)

Holder «f 25*
or lots of

any clo»»

(C)

If partner,
cheek:

Holdor
of I of 4
I orgeat

iniarotft

(0)

Other

(E)

INAP INAPPLICABLE

LS 000198

Item 1.32'a) and (b) notes:

I/ for the purpeae of thia table. "Interoet" meane <iwn*r<hip i«»r**t (dlr»cl ar Indirvcl).
>/ In««pt n«m« of (ifm ia which Imtrvit "•• held under ihii option nmU If inieroi ••• Indiraet. lh« n>n« o( lh« (in* in which th« dir«ct

lftl«r«Bl wa« h«ld ond ch« p«rlifMnc rvl«tion«hip. Omit the nmmm of any firm in which fh«rr ««• no intvrtai.
>/ Intort n«m« of holdtr o( intirait. If holder !• in individual. •!•<• ia»(, Ural, ond miiillr -M,-,-^. i.i^r two line* wilhin « numb«r«d >p*c«,

if nocc»ary- ln««rt lh« following «imbol* ofttr iht fura* ol th* holdor. •• pertinent. 10 •n.iiri i i* nil opplicable r»lulion»hip»: R-Kgiilranl:
I-invtfainent adviser. IXdlrector. O-officer, A*adviaory bovrd member; S-«eeurtty holder (5% or morr of outtlandine. voting Becuntiea):
P-pi.nnor. For eianple. uie "ROO" lo denote petition* with reentrant •• director md officer. Omit the names of all peraona who owned
no direct ar indirect tniervel. II man apace it required, uee an addition*! »neel with ine eoa>o column heodinxa and ceplicne.

</ Indicme in ihe applicable column each clae* of aeeurity held mini whether It ia a voting aocurlty, uail>| footnote II more >pace ia required,
wnere Uie inierett owned woe that at a eole proprietorship, thia fact ihall oo noted.

12
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"SEC Pii. N.. 811- 1342 Par: :-
Item Participations of affiliated brokers or dealers " among the ten brokers (Item 2.17(b)) which received the
1 32(c) t--eest participations in brokerage commissions on registrant's portfolio transactions and among t..c ten
an<l (rrt brokers or dealers (Item 2.iS) which cnBaGed as principals in the largest amounts of regis:rant s portfolio

transaction*, in brokerage commissions*/ on portfolio transactions (1> of registrant, and (2) o« any
associated registered investment company: *

Norn* al Aifiliat**]
Broker «r 0*«Ur4/

(1) Participating in registrant's broker-
age commissions:

01 INAP

02

03

04

OS

(2) Participating in associated registered
investment company's brokerage
commissions: V

01 INAp

02

03

04

05

IRS Empl.
ld«n». »f

Sot. Sac. H«.

(A)

Crots
Commistian*

R«c*iv*)4

(B)

S

Civa-Up*

Racaivad frvai
OnSar.V

(C)

S

INAPP

INAPPLI<

Paid to
OnSor.v

(0)

S

.ICABLE

:ABLE

No»
Commitiiont

Rocaivo4

(HJ

S

ill
N

LS 000199

I/ For lh« purpost of this Item, "affiliated broker or dealer" i« my broker or dealer of which • director, officer, mtmbrr of any advisory
board or advisory committee, or on? person who own. at record or II known by reflstrani to own b«n«(lci«lly 5 p«rc«nl or mor« of
thu ouiitondinc voting ••euriti«ft. or nny partner. o( mt:t>lrant or of itt invtsimvnt adviaor. was an affiliated perton.

2/ r"or tha purpoaa of ihla ittai, Includa aa brokerniee conuni«»iona lha amount of the compensation on thoae principal trancacliona
(i.e.. new lotuoa and aocondary dlalrtbutiona) where tha companaation waa fixed by agreement under the rule* of a national
•ecuritiee exchange. " who** the diecoum or conceeeion wee tpeeifted in the proipeclue or fixed by th» term* of the offerinf.

I/ 'Anaciaitd reciaterad Inveatment eompeJiy* for the purpoaaa of thia Item la defined ia inatructloa 4 to Item l.ll(a) of
Fora N-IH.

4/ Indicate Mate of •f/IIUlion (ea defined In note 1 above) of each named broher or dealer by footnote or otherwise.
S/ Intert name of eaaoci«lod reclatered loveatment company under till* caption* and indent names of affiliated broker* or dealere

receiving participation! ia brokerage cammlaelana paid by auca company under the name of the company.
»/ At the direction or requeat of ref iavent or of the a»eo«iated reglatered InvaataMM company, at toa caae may be. or of the

investment adviser or principal uadenrrtter thereof.
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SEC Fi le No. 311.
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Item Portfolio composition: Value of total assets in- Number of
1.39(a) vested in various types of securities: )•*»••

\ A|

2 Short-tern debt2' (other than U.S. Gov't).
Long-term debt (other than U.S. Gov't):

Preferred stocks:

9. Other securities ___^^__
10. Cash and other assets ^— ^_— .

1 1. Tn'fll MSftS — =a»BBn

Voluo
<B)

s

19 ^74 QQ<;

J / , J ̂  1 , U J b
5 / ,140 ,U Ji

Porcont «f
Total A*t«t*

(C)

f.

34 ""J

bi . JU
100.00%

I/ [aiued br the United Slatei or aa Inamimenialltjr thereor.
I/ Payable on demand at In not exceedlnc on* year (root data of laauaaa* or renewal.
V tncludo any option* or warrant* attached to another ueurity with, aad !• fee oal*(ory of. auak other •ecuriiy.

Item Five industries of heaviest concentration in common stocks:
U9(b)

Name of Industry

01 Mining

02

03

04

OS

Item Five largest common stock holdings in individual companies:

Name of Company

01 Hecla Mining Company
02 Alice Consolidated Mines, Inc.
03 Granduc Mines, Ltd.
04 Square Deal Mining & Milling Co. Ltd.
05 LaLuz Mines, Ltd.

Item Market discount or premium from net asset value of outstanding
1.39(d) common stock:

Common Stock (per share):

1. Net asset value per share
2. Market pricel/

3. Market discount ( J" or premium
4. Percent market discount ( ) or premium v.

I/ Clonni tale or mean ol bid aad aaked.
3/ Indicate dUeount by placint fifuret la pareniha***.
I/ State a> a percentage a( net asaet value. U a discount, place the percontafO

Value of Common Stock
Invoafmonf* in Each

(A)

S19,824,995

Voluo af
Invottmont

(A)

$16,367,468

2,584,812

326 ,400

209,466

20 ,900

Porcont of Value
af Total Aiiet*

(B)

100.00 %

Percent of Value
ef Total At tat*

<s;

28 .64 *

4 .52

0.57

0.37

0 . 0 4

End of Piical Year:

Latest Preceding
Fiscal 19 Fitcal )»«. ;

(A) (S)
S INAP « INAP
S <:
S s

LS 000200 ~
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SEC File No. 811-iiil— EXHIBIT _i.

SECURITIES AND EXCHANGE COMMISSION
Washington. D. C. 20549

PART I

EDP ATTACHMENT FOR FORM N-1R

OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 i«> 70

GOLCONDA CORPORATION (FORMERLY GOLCONDA MINING CORPORATION)
(Name of Registrant)

LS 000187

year-end closing'rateT"*™ocu tt" L"" nigner ot average rate or

LS 000201
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SECURITIES AND EXCHANGE COMMISSION

Washington, D. C. 20549

F O R M N-1R

PART II

REGISTRANT REQUESTS NONPUBLIC CLASSIFICATION

FOR THIS PART II OF FORM N-1R

FOR FISCAL YEAR ENDED NOVEMBER 30, 1970

GOLCONDA CORPORATION
(formerly Golconda Mining Corporation)
~ " ~ ( N a m e of Registrant)

82-0122540
(IRS Employers' Identification Number)

8550 West Bryn Mawr Avenue, Chicago, Illinois 60631
(Address of Principal Executive Office of Registrant)
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GOLCOr-\ CORPORATION
(formi_ ly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART II

TABLE OF CONTENTS

Facing Sheet PART TI

Item No. Pago No.

2.01 Attendance of Directors and Members of 1
Advisory Board of Registrant at Formal
Meetings.

2.02 Purchase and Sale Transactions Within 1
Six-Month Period.

2.03 Procedures with Respect to Stated Policies. 1

2.04 Purchase of Securities During Underwriting 1
by Affiliated Principal Underwriter.

2.05 Purchase of Securities of or Other Interest 2
in Investment Company, Investment Adviser,
Broker, Dealer, Underwriter, or Insurance
Company.

2.06 Vacancies in Board of Directors of Registrant; 2
Percent of Board Elected by Security Holders.

2.07 Transactions Between Registrant or Controlled 2
Company and Affiliated or Certain Other
Persons.

2.08 Transactions Between Registrant and Certain 2
Affiliated Persons of Directors or Officers
of Investment Adviser or Principal Underwriter.

2.09 Remuneration of Certain Affiliated Persons 2
Acting as Agent in Property Transactions
or as Broker in Securities Transactions.

2.10 Deposit of Funds in Banks Other Than 2
Custodian Banks.

2.11 Fidelity Bond. 3

2.12 Disposition of "Restricted Securities" Other 3
Than Straight Debt Securities.

2.13 Dividends or Distributions Requiring Written 3
Statement to Stockholders of Registrant.

2.14 Cross-Ownership and Circular Ownership. 3

2.15 Periodic Calculation of Current Net Asset 3
Value Per Share of Registrant's Outstanding
Capital Stock.

2.16 Selection and Ratification of Accountants and 3
Auditors; Preparation of Financial Statements
Filed with Commission.

2.17 Total Brokerage Commissions Paid on Portfolio 4
Transactions of Registrant; Ten Largest
.Participating Brokers in Commissions Paid.

LS 000203
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C O L C G M D A C O x ? G R A T I O N
D r m o r l y c-clconcia Minin

Corporation)
FORM N-iR
PART II

Item Mo.

2.13

2.19

2.20

2.21

2.22

2.23
through
2.29

Portfolio Transactions by Registrant with
Brokers and Dealers Acting as Principal.

Portfolio Transactions by Registrant with
Brokers or Dealers in Return for Benefits
Provided to Other Persons.

Family Relationships of Certain Affiliated
Persons of Registrant.

Transactions Between Investment Adviser,
Principal Underwriter, or Certain Brokers
and Unaffiliated Directors or Officers of
Registrant.

Indebtedness of Unaffiliated Directors or
Officers of Registrant to Investment
Adviser or Principal Underwriter.

Omitted as applicable only to open-end
companies.

Signature

Opinion of Independent Public Accountant

Exhibits 1. EDP Attachment for Form N-IR of Registered
Closed-end Management Investment Company,
for the fiscal year ended November 30, 1970

000204
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GOLCONDA CC^PCIUTTG..
(fcrir; .y Goicor.di. Mining

Corporation)
FORM N-1R, November 30, 1970
PART II

11en; 2.01 Attendance of Directors and Members of Advisor'/ Board
of Registrant at Formal Meetings.

(1) Formal meetings held by board of directors.

Date of
Meeting

March 17, 1970
March 24, 1970
April 28, 1970
May 12, 1970
September 4,1970
September 16,1970
October 16, 1970

Total Number of
Members of Board

Total Number of
Members in

Attendance at Meeting
Affi l iated

2
2
2
2

i 2
'0 6
) 6

Unarf i i ia ted

3 '
2
2
3
3
8
8

Affi l ia ted

2
2
2
2
2
5
6

' U n a f f i l i a t e d

1
2
1
2
1
7
3

(2) Formal meetings of executive committee.

Date of
Meeting

October 16,1970
October 28,1970
November 11,1970
November 24,1970

Total Number of
Members of Board

Affiliated

5
5
5

I 5

Unaffiliated

2
2
2
2

Total Number of
Members in

' Attendance at Meeting
Affiliated ' Unaffiliated

5
5
5
5

2
2
2
2

(3) Formal meetings of advisory board.

Not applicable

Item 2.02 Purchase and Sale Transactions Within Six-Month Period.

Not applicable -

Registrant did not purchase any portfolio securities of the
same class of the same issuer which it had sold within a period
of six months immediately preceding the date of purchase, or
sell any portfolio securities of the same class of the same
issuer which it had purchased within a period of six months
immediately preceding the date of sale.

Item 2.03 Procedures with Respect to Stated Policies (Sections 8(b)
and 13).

The officers and directors of Registrant consistently followed
the practice of reviewing investments in mining companies and the
status of liabilities regarding loans in accordance with Registrant's
policies as recited in its Registration Statement.

.Item 2.04 Purchase of Securities During Underwriting by Affiliated
Principal Underwriter (Section 10 (f)).

Not applicable

LS 000205
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COLCON1"^ CORPORATION
(formt .y Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART II

Item 2.05 Purchase of Securities of or Other Interest in Investment
" Company. Investment Adviser, Broker'/ Dealer, Underwriter

or Insurance Company (Section 12 (d)).

Not applicable

Item 2.06 Vacancies in Board of Directors of Registrant: Percent
of Board Elected by Security Holders (Sections 16(a)
and 16 (b)).

(a) Not applicable

(b) Not applicable

Item 2.07 Transactions Between Registrant or Controlled Company
a"nd Affiliated or Certain Other Persons (Sections 17 ('a) ,
17(b), 17 (c) and flTT

(a) The officers of Registrant periodically review the list
of shareholders of Registrant.

(b) Not applicable

(c) Not applicable
(d) Not applicable

(e) .

(f) Not applicable

Item 2.08 Transactions Between Registrant and Certain Affiliated .
Persons of Directors or Officers of Investment' Adviser
or Principal' Underwriter.

Not applicable

Item 2.09 Remuneration of Certain Affiliated Persons Acting as
Agent inProperty Transactions or as Broker in Securities
Transactions (Section 17 (c)j.

(a) Not applicable
(b) Not applicable
(c) Not applicable
(d) Not applicable

Item 2.10 Deposit of Funds in Banks Other Than Custodian Banks
(Section 17 (f)).

(a) Name and Address Average Monthly Deposit

Idaho First National Bank,
Wallace, Idaho $ 20,049

First National Bank,
Wallace, Idaho 1,759

First Federal Savings & Loan,
Osburn, Idaho . 1,435

Pacific National Bank of Washington,
Spokane, Washington 208,306

Old National Bank of Washington,
Spokane, Washington 74,997

The average monthly deposits are those of the Investment Subsidiary
Only - formerly Golccnua. M./.ing Corporation.

(b) Not applicable LS 000206
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GOLCCN" ' CORPORATION
(forme-^y Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART II

Item 2.11 Fidelity Bond (Section 17 (g)).

(a) Fidelity bond carried by registrant contained substantive
provisions required by Rule 17 (g) - l(a) under the Act.

(b) Adequacy of fidelity bond was reviewed by Directors of
Registrant during fiscal year.

(c) (1) Copy of resolution filed with Commission.

(2) Premiums paid to July 12, 1971.

(3) Not applicable.

(d) Not applicable - no claim filed.

(e) Not applicable.

(f) Not applicable.

Item 2.12 Disposition of "Restricted Securities" Other Than
Straight Debt Securities.

(a) Not applicable.

(b) Not applicable.

(c) Not applicable.

(d) Not applicable.

(e) Not applicable.

Item 2.13 Dividends or Distributions Requiring Written' Statement
to Stockholders of Registrant (Section 19).

Not applicable

Item 2.14 Cross-Ownership and Circular Ownership (Sections 20(.c)
and 20(d)T

Not applicable

Itern 2.15 Periodic Calculation of Current Net Asset Value per Share
of Registrant's Outstanding Capital Stock (Section 22).

Not applicable

Item 2.16 Selection and Ratification of Accountants and Auditors:
Preparation of Financial Statements Filed with Commission
(Section 32).

(a) Not applicable

(b) Not applicable

LS 000207
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GOLCC \ CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, 1970
PART II

Item 2.17 Total Brokerage Commissions Paid on Portfolio Transactions
~ " " ^ o f Registrant; Ten Largest Participating Brokers in

Commission Paid. ;

(a)

(b)

$4,524

Name of Broker

Dominick & Dominick

Midland Securities
Co., Inc.

Reynolds & Co.

Bache & Company

Gross
Commissions

Received for
Executions

$ 1,265

1,958

410

891

Amounts Amounts
Received Paid Net
from Other .To Other Commissions
Brokers Brokers Received

$ 4,524

$ 1,265

1,958

410

891

$ 4,524

Item 2.18 Portfolio Transactions by Registrant with Brokers and Dealers
Acting as Principal.

Name of Broker or Dealer Amount of
_ Acting as Principal Purchases

Pennaluna & Company $ 0

Amount of
Sales

$ 63,000

Item 2.19 Portfolio Transactions by Registrant with Brokers or Dealers
in Return for Benefits Provided to Other Persons.

Not applicable

Item 2.20 Family Relationships of Certain Affiliated Persons of
Registrant.

Not applicable

Item 2.21 Transactions Between Investment' Adviser '/.Principal: Underwriter
or Certain Brokers and UnaffITiated" Directors or Officers
of Reg istrant..'

Not applicable

Item 2.22 Indebtedness of__ Unaf f iliated Directors or Officers of
Registrant to Investment Adviser or Principal Underwriter.

Not applicable

Items 2.23 through 2.29 Apply Only to Open-End Companies

LS 000208
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5 I C, N A T U R K

This Part II of the registrant's report on Form N-1R
has boon submitted to each member of the board of directors of
tho registrant, and, pursuant to the requirements of the
Investment Company Act of 1940, the undersigned registrant has
caused this Part II to be signed on its behalf in the City of
Chicago and State of Illinois on the' 12th day of May, 1971.

GOLCONDA CORPORATION
(formerly Golconda Mining

Corporation)

M. Stogin
Vice Presid.

itness :' c,: £, .
vwiatlo

ecretary

LS 000209
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AUDITORS' REPORT

Board of Directors
Golconda Corporation

Wo luxvo examined the consolidated balance sheet of (iolcuuda

Corporation and Subsidiaries as of November 30, 1970, and the related

statements of operations and stockholders' equity for the year then

ondod and have rendered our opinion thereon dated January 18, l'.)71.

We have also examined the answers to the items enumerated below which

are included in the report of Golconda Corporation filed with the

Securities and Exchange Commission on Form N-1R for the year ended

November 30, 1970; in connection therewith, we have applied such

supplemental tests and other auditing procedures as we considered

necessary in the circumstances.

In our opinion, the answers set forth in the following items

present fairly the information they purport to show:

Items 1.03; 1.05; 1.06; 1.07(a),(c); 1.17; 1.18(a)(1),(3),(4);
1.22; 1.25; 1.26(a); 1.29(a);2.02; 2.12 (lettered clauses
(a), (b), (c), (d)); 2.13; 2.15; 2.17(a)(b) (clause (1))
and 2.18.

The answers set forth in the following items are in accordance

with the minutes of Golconda Corporation examined by us:

Items 1.19; 2.06; and 2.11(b).

The procedures which we applied were not of sufficient scope

to enable ua to express an opinion, and we do not express an opinion as

to the answers to the following items:

Items 1.13 and 2.05.

However, in connection with our examination, nothing came to our

attention which causes us to believe that the accompanying answers to

such items do not fairly set forth the information they purport to show.

We consent to the use of this report in connection with the

filing of the report of Golconda Corporation with the Securities and

Exchange Commission on Form N-1R.

ALEXANDER GRANT & COMPANY
Certified Public Accountants

.Vay 6, 1971
Chicago, Illinois

LS 000210
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GOLCO \ CORPORATION
(formerly Golconda Mining

Corporation)
FORM N-1R, November 30, T
PART II

Item 2.17. Total Brokerage Commissions Paid on Portfolio Transactions
~ : of Registrant; Ten Largest Participating Brokers in

Commission Paid. :

(a) $4,524

(b)

Name of Broker

Dominick & Dominick

Midland Securities
Co., Inc.

Reynolds & Co.

Bache & Company

Gross
Commissions

Received for
Executions

$ 1,265

1,958

410

891

Amounts Amounts
Received Paid Net
from Other .To Other Commissions
Brokers Brokers Received

$ 1,265

1,958

410

891

$ 4,524 § 4,524

Item 2.18 Portfolio Transactions by Registrant with Brokers and Deale
Acting as Principal.

Name of Broker or Dealer Amount of
Acting as Principal Purchases

Pennaluna & Company $ 0

Amount of
Sales

$ 63,000

Item 2.19 Portfolio Transactions by Registrant With Brokers or Dealer
in Return for Benefits Provided to Other Persons.

Not applicable

Item 2.20 Family Relationships of Certain Affiliated Persons of
Registrant^

Not applicable

Item 2.21 Transactions Between Investment Adviser, Principal Underwri
or Certain Brokers and Unaffiliated 'Directors or Officers
of RegistrantT

Not applicable

Item 2.22 Indebtedness of Unaffiliated Directors or Officers of
Registrant to Investment Adviser or Principal Underwriter.

Not applicable

Items 2.23 through 2.29 Apply Only to Open-End Companies

LS 000208
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S I G N A T U R E

This Part II of the registrant's report on Form N-1R
has boon submitted to each member of the board of directors of
tho roijistrant, and, pursuant to- the requirements of the
Investment Company Act of 1940, the undersigned registrant has
caused this Part II to be signed on its behalf in the City of
Chicago and State of Illinois on the 12th day of May, 1971.

GOLCONDA CORPORATION
(formerly Golconda Mining

Corporation)

. M. Stogin
Vice President.

ness:' '_c.Witness:' ' 6.
wiatlo

LS 000209
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AUDITORS' REPORT

Doard of Dii'cctors
Golconda Corporation

We luxvo examined the consolidated b;i.l:\ncu shoot ol' Col<joml;i

Corporation and Subsidiaries as ol November 30, 1970, and the related

statements of operations and stockholders' equity for the year then

oiuletl and have rendered our opinion thereon dated January 18, 1971.

Wo have also examined tho answers to the items enumerated below which

are included in the report of Golconda Corporation filed with the

Securities and Exchange Commission on Form N-1R for the year ended

November 30, 1970; in connection therewith, we have applied such

supplemental tests and other auditing procedures as we considered

necessary in the circumstances.

In our opinion, the ans-wers set forth in the following items

present fairly the information they purport to show:

Items 1.03; 1.05; 1.06; 1.07(a),(c); 1.17; 1.18(a)(1),(3),(4);
1.22; 1.25; 1.26(a); 1.29(a);2.02; 2.12 (lettered clauses
(a), (b), (c), (d)); 2.13; 2.15; 2.17(a)(b) (clause (1))
and 2.18.

The answers set forth in the following items are in accordance

with the minutes of Golconda Corporation examined by us:

Items 1.19; 2.06; and 2.11(b).

The procedures which we applied were not of sufficient scope

to enable us to express an opinion, and we do not express an opinion as

to the answers to the following items:

Items 1.13 and 2.05.

However, in connection with our examination, nothing came to our

attention which causes us to believe that the accompanying answers to

such items do not fairly set forth the information they purport to show.

We consent to the use of this report in connection with the

filing of the report of Golconda Corporation with the Securities and

Exchange Commission on Form N-1R.

ALEXANDER GRANT Si COMPAQ
Certified Public Accountants

May G, 1971
Chicago, Illinois

LS 000210
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SEC File No. 8ll-_1342___ EXHIBIT

SECURITIES AND EXCHANGE COMMISSION
Washington, D. C. 20549

PARTH

EDP ATTACHMENT FOR FORM N-1R
OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year *«***November 30 1970_

GOLCONDA CORPORATION
(formerly Golconda Mining Corporation)

(Name of Registrant)
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Item Attendance of directors at tormal meetings:
2.01(1)

a. Total number of formal meetings held by the board of directors

Percent total allcndimee of directors :it formal meeting of the board of directors
(ratio of the total of the number of directors in attendance ut the respective meetings
of the board to the total of the numbers of the members of the board at the dates of
such meetings):

b. Affiliated directors17

:EC
U i 6

..A

c. Unaffiliatcd directors'i/
9 5 . 4 5
58.62

I/ At dftinrd In lh» Instruction to turn J.01 o( form N-1R.

Item
2.02

Portfolio purchase and sale transactions in securities of same class of cam* issuer within a six-month
period:

a. Total purchases
b. Total sales
c. Total purchases and sales
d. Total purchases and sales as percent of.monthly average value of portfolio

securities for the fiscal year17

IXA?
..n

C

I NAP

INAP

I/ Th« monthly *v«rac« »«lu« of ttl* tot«l portfolio ••curltt** «ho«m In him 1.}>(•)) »bo»« thall b« u**d in computmc t»i>
porcentac*.

Item
2.04

Purchase of securities during underwriting by affiliated principal underwriter (Section 10(0):
State whether registrant reported in Item 2.04 of its annual report on Form N-1R for the fiscal
year any transaction which was not exempted by an order of the Commission or exempted or
excepted by the provisions of any rule under Section 10(0 of the Act/. (yes or no) NO 202

Item
2.05 Purchase of interest in investment company, investment adviser, broker, dealer, underwriter,

or insurance company (Section 12(d)): State whether registrant reported in Item 2.05 of its
annual report on Form N-1R for the fiscal year any transaction which was not exempted by an
order of the Commission or exempted or excepted by any provision of Section 12(d) of the
Act or any rule thereunder (yes or no) NO ze:

2C-

Item
2.06

(a) If any vacancy in the board of directors of registrant was filled by action of the board,
state whether, immediately after the filling of any such vacancy, at least two-thirds of the
directors then holding office had been elected by the holders of the outstanding voting se-
curities of registrant at an annual or a special meeting of the shareholders17 (yes or no)

(b) If at any time (during the fiscal year) less than a majority of the directors of registrant
then holdingoffice had been elected by the holders of the outstanding voting securities of reg-
istrant, state whether a meeting of such holders was held within sixty days for the purpose of
electingdirectors to fill any existing vacancies in the board of directors17 (yes or no)

LS 000212

NQ_

ISA?

I/ The reporting rtquiremenis of this item shall not apply to registrant if it is a common law trust existing on the date of enact rr.ent
of the Act under an indenture of trust which does not provide for the election of trustees by the shareholders. If reentrant is
such a trust. It shall check here *"D

Item
2.07 Transactions between registrant or controlled company and affiliated or certain other per-

sons (Sections 17(a), I7(b), 17(c), and 21): State whether registrant reported in Item 2.07 of
its annual report on Form N-1R for the fiscal year any transaction which was not exempted by
an order of the Commission or exempted or excepted by any provision of Section 17 or 21 of
the Act or any rule thereunder (yes or no) NO

Golc-CDAdm-0213



SEC Fi le Mj. S'll-
1342

ED? A |OS2.; . ; r ,d . ?::rt;i-Ni:i

Item
2.03

State whether there was any transaction between registrant and any corporation or organisa-
tion (other than registrant's investment adviser) which was an affiliated person, known to oc
such by registrant, of any director or officer of registrant's investment adviser.K (yes or no)

I/ Oih«r ih«a • trwi*«ctian lot which no Information nc«4 bo »l»«n pwtuMi to tho ln«(nic«lon> to {!•« J.Oi of For

Item
2.09

Remuneration of certain affiliated persons acting as agent in property transactions or as
broker in securities transactions (Section 17(e)): State whether registrant reported in Item
2.09 of its annual report on Form N-1R for the fiscal year the payment of any compensation
which was not exempted by an order of the Commission or exempted or excepted by the

Item Name each bank, other than a custodian bank named in Item 1.16(a),
2.10(a) registrant kept deposits, and state the average monthly balance then

during the fiscal year:

Name of Bank

01

02

03

04

OS

Idaho First National Bank

First National Bank of Wallace

First Federal Savings and Loan

Pacific National Bank of Washington

Old National Bank of Washington

06

07

OS

09

10

11

12

NO

o» N-IR.

so

in which A». fOSa
of in each 1 M o n t h , /

IRS Cntpl . Bolonc* of
U«nt. No. 0«po*i t»

s
82-6005448 20

82-0174625J 1

82-0109357 1
not

available 208
not

available 74

, 049

,759

,435

,306

,997

LS 000213

i

The above banks and average monthly deposits are those of the
Investment Subsidiary only - formerly Golconda Mining Corporation.

I tem State whether there was any practice or arrangement under which a custodian bank named in
2.10(b) Item i- I6(a) above maintained deposits of registrant's funds or equivalent funds of any such

custodian bank deposits in other banks . (ves at nol

i tem
2.11

tern
2.13

State whether registrant complied with all requirements of Rule 17g-l under the Act with
respect to a fidelity bond (yes or no)

I: registrant paid any dividend or made any distribution in the nature of a dividend payment,
wholly or partly from any source other than the sources stated in Section 19 of the Act,
state whether such payment or distribution was accompanied by a written statement to the
stockholders disclosing the source or sources thereof and otherwise complying with the
provisions of Rule 19-1 under the Act (yes or no)

INAP

YES

IXAP

Golc-CDAdm-0214
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Item {a) Scjte whether .TSjjistrant purch
2.14 kr.owieoge of registrant, cross ow

acquisition existed, between regii

(b) If. to the knowledge of registr
existence, state whether steps we
known to it, to terminate such owr

ased any voting security of a c
nership or circular ownership t
itrant and the issuer of such s«

ant, any cross ownership or ci
re taken by registrant, when si
Loftf sKlD * • • • • •

:onpany where, to the
ten existed or after such

rcular ownership came into
ten relationship became

Item State whether registrant followed all procedures specified in Rule 2a-4 under the Act in
2.1 5 the making of periodic calculations of the current net asset value per share of its outstand-

NO

INAP

INAP

Item (a) State whether registrant filed
2.16 an independent public accountant

Section 32(a) of the Act and the a

(b) State whether registrant filed
preparation of which the controlle
registrant participated other than
Act

with the Commission any financial statement certified by
other than one selected or ratified in accordance with

with the Commission any financial statement in the
r or other principal accounting officer or employee of
one selected in accordance with Section 32(b) of the

NO

NO

Item Broker-dealer participations in portfolio transact!
2.17(o) Total brokerage commissions17 paid by registr

I/ See Note 1 to Item 2.17(b) below.

ons: / 524
ant S '

.m. Ten brokers which received the largest participations in brokerage commissions ^ on registrant's portfolio
2. i/(b) transactions, set forth in order of size based on net commissions received:

Norno of Broker

01 Dominick & Dominick

02 Midland Securities Co.

03 Reynolds & Co.

04 Bache & Company

05

06

07

08

09
'

10

IRS Empl.
Idont. or

Joe. ioe. No.

(A)

N/A

N/A

N/A

N/A

Graff
Camm. Roe'd
Fm. Rogift.

(B)

S l ,265

1,958

410

891

Givo-Upf

Rocoivod
from

Othor.v

(C)

S

Paid
10

• (0)

s

N o t
Commissions,

Rocoivod

( E )

S l ,265

1,958

410

891

LS 000214

I/ For the purpose of this il«m. Include as brokoruKo cammlsiiun* the amount of the eomnenaallon on those nrlnclnul lr..m...ction.
(i.e., new t»u«s und secondary distributions) where tho compensation woe flmed by agreement under the rules of .. ni.nt,n..I
.«cu/il.«. .ichun,.. er where lAe discount or concession was specified in the prospectus or (Ued by the term* of live oi'erm*.

I/ At the direction or request of retlsuem or Its investment adviser.

?••>

..8

213

ili
..A

,.3

215

2U5
N

Golc-CDAdm-0215
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Item Broker-deslori acting as principals: Anour.ts of portfolio transactions (including Government securities)
2 13 by :cs-s:'3"t with brokers or deulcrs nance in Item 2. 17(b) acting as p;incipols and with other

brokers or dealers isoas the tea wi-.ich en-u-ed as principals in the largest amounts:

Nam* of Broker of Ooolorl/

Oi i'cnnaiuna tn company
02
03
O-l
05
or.
07
ca
09
10
11
12
13
14
15
.0

17
IS
19
20
21 '
22
23
24
25
25
27
23
29
30

IRS empl.
Idonr. or

Soc. Soe. No.

. (A)
32-0258524

Principal Tran*action»

Pufchat**
» ^RogUlrant

(8)
S *

Sola*
o by
RoBiitronr

(C)
$63.000

Toral

(0)
S 63 .000

!

!

1

LS 000215

'̂ roi'M,^^

i

217
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Item
2.19

_
Stste whether ar.y orders for the purchase or sale of portfolio securities on behah' o;
reiisir-n; were p.accc vvi;h a acoUor or cecX-: i.i .'Oturn :br any ber.eats provided, <:••
rectly or indirectly, to any other ?ersonl/ ................................. (yes or no) «

I/ O"u-r ihnn r»
;icr.< ;.:•! o( drm N-1R.

chiract*r d»crtb«4 lA cliu«« (111) intiniciion la

1 fcni
2 on Slate whether tliorc was any family relationship, known to registrant, of certain iitfiii.-iivU

persons of registrant, specified in Item 2.20 of Form N-IR. with other such a f f i l i a t ed per-
sons of registrant or of its investment adviser (yes or no) ?;D

Item
2.2 1 State whether there was any transaction between registrant's investment adviser, or

any broker named in the answers to Item 2.17 and 2.18 of Form N-IR, and (a) any di-
rector or officer of registrant who was not an affiliated person of such investment ad-
viser or broker, as the case may be, or (b) any corporation or orgoniration controlled by
such director or officer1'. (yes or no)

I/ Oih«r thsn • t/«n»«ction for which no information n««d b« fiv«a purmiual to th* instruction* to turn 2.31 at rorra N-IR.

Item
2.22 State whether there was any indebtedness (other than by virtue of margin accounts)

of any director or officer of registrant who was not then an affiliated person of
registrant's investment adviser, in an amount exceeding $1,000 to the investment
adviser or to any affiliated person thereof ................................ (yes or no)

LS 000216

• B. t. oovnmiBfT pmKTme omci M+
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SEC File No. 811-1342__ EXHIBIT

SECURITIES AND EXCHANGE COMMISSION
Washington. O. C. 20549

PART I

EDP ATTACHMENT FOR FORM N-1R

OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year Ended November 30 19 70

GOLCONDA CORPORATION (FORMERLY GOLCONDA MINING CORPORATION)
(Name of Registrant)

LS 000217
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SEC Fil. Ho. 811- _iliL EDP C l o s e d - E n d , Part I-NIR

1.00
Classification:

a. Size: Value of total assets
b. Diversified company - Sec. 5(b)(l) (yes or no)
c. Dual purpose company" (yes or no)

57,146,031
NO
NO

I/ H« out*t>adinc (acorn* and ecpiul >b«r«*.

SEC
use

..A

..8

..C

Ittm Securities of registrant registered on a national securities exchange:
1.01

Till* at Clatc
Exchange an which rvglitoraa1-chock appropriate, columns:

AMS NYS PCS MSB car CIN ose BSE NAT PBS PIT SLS SPK OTHER

002
N

01 Common - No Par Value
02

03

04

OS

06

07

LS 000218

Item
1 02(a) 1- " registrant is a diversified company, state whether at the end of each fiscal quarter

at least 75% of the value of its total assets was represented by cash and cash items
(including receivables), Government securities, securities of other investment companies,
and other securities as defined in Section 5(b)(l) of the Act (yes or no)

2. If the answer to 1 above is "no", state whether any discrepancy was wholly or partly the
result of the acquisition by registrant of any security or other property (yes or no)

INAP

I NAP

003
..A

..B

Item If registrant is a diversified company, state whether it made any commitment as underwriter,
1.03 immediately following which the amount of its outstanding underwriting commitments, plus

the value of its investments in securities of issuers (other than investment companies) of
which it owned more than 10% of the outstanding voting securities, exceeded 25% of the
value of its total assets (yes or no)

INAP
004

005
..A
..B

006
..A
..B
..C

..0

..E

..F

..G(2

Item a. State whether registrant met the requirements of Subchapter M of the Internal Revenue
1.Q4 Code during its last taxable year (yes or no)

b. State whether it intends to do so during its current taxable year (yes or no)

NO
NO

Item Operating expense and income ratios:
1-05 a. Ratio of operating expenses to total investment income

b. Ratio of operating expenses to average net assets . . .
c. Ratio of net income to average net assets

Amounts used in computing above ratios:
d. Total investment income
e. Total operating expenses
f. Total net income
g. Average net assets

I NAP
INAP
INAP

INAP
INAP
INAP
T\:&o

Golc-CDAdm-0219



sec F i i . N,. 811. 134-2-

Ittm
1.06

EDP r l f l S 8 d - E n d , Parr I-NIR

Senior securities of registrant and applicable asset coverages:

Title of Class1'

a. Indebtedness (including bank loans):

J1 %ubar^SliieiL«d Mutes PayaBla
\. First Mortaaoe Pavable

5 Percent asset coverage for total indebtedness . . .
b. Stock (senior security):

i Preferred Stock-Involuntary Conversion v»1n«»
2.
3.

S. Percent asset coverage for senior securities repreatenting stockV

Amount Outstanding,
Excluding Treasury

Securities27

s 4 , 3 3 0 , 0 0 0
$ 4 , OOii ,000

S 9 ' o ^ T ' 4ca
$ 16.^53.469

T95.5V %

$ 1 f. aco cnn
S
«
t l 6 , 8 6 9 , 6 0 0
_ 188.46 7,

I/ List each class of senior security under the appropriate heading.
3/ Amount of each class of Indebtednees, or total Involuntary liquidation preference of each eless of stack.
V A single ratio (es a percentage) far total Indebtedness, as specified In Instruction I to Item 1.04 of Form N-IR and Section ll(h)

of the Act.
«/ A single ratio (as a percentage) for total Indebnesa plua senior securities repreeenttag stock, aa specified la Instruction 3 to

tt«n 1.04 at form N-1R and Section l»(h) of the Act.

Item
1.07(a)

Sales, repurchases, and redemptions of securities
(totals for fiscal year):17

Class:

Common Stock:
a. Sales . . . shs.
b. Repurchases . . . shs.

Preferred Stock:
c. Sales • • • shs.
d. Repurchases and redemptions . . . . . shs.

Debt Securities:
e. Sales . . .

No. of shores
or prin, ain't.

at debt

(A)

853,675*

449.956*

f
t

Net
Consideration

(B)

$ INAP
« INAP

$ INAP
^ INAP

? INAP
« INAP

*Exchanged for Astro Controls stock in merger of 9/15/70

I/ excluding ihort'tsrm paper, slaking fund or similar periodic decreeses under terms of governing tnstn
debt et maturity.

>/ Adjusted to reflect any stack dividend or stock split during the year. If any, specify data and basis:

Item
1.07(b)

Item
1.07(c)

LS

jffletats, and payments of

000219

State whether all securities issued by registrant, other than shares issued as stock
dividends or stock splits or through reinvestment of dividends or distributions, were
registered under the Securities Act of 1933 (ves or no) Yes

State whether registrant issued any of its securities:
( 1 1 Far services fvi»s or no\ NO

(2) For property other than cash or securities (including securities of which
registrant is the issuer), except as a dividend or distribution to its security ..

Item
l.07(d) State whether registrant sold any shares of its common stock at a price below the current

net asset value (exclusive of any distributing commission or discount), other than as

Golc - CDA dm - 0220



if Fil. M» 81V 1342 EOF Closed-End , Pa
Item
1.07(e) State whether registrant purchased any securities of which it was the issue

permitted by a provision of Section 23(c) of the Act or the rules thereunder

Ittm Persona owning of record, or known by registrant di-
1.09(o) rectly ot indirectly to own. control, or hold with power

to vote, 5% or more of outstanding voting securities of
registrant
(If individual, state laat, first and middle names.)

01 First Greystone Associates
02
03
04
05
06
07
08
09
10
11
12
13
14
IS
16
17

Trp,
Ownorthlpl/

RB

r, other than as
(yes or no)

, Social
Security or
IRS EntaJ.
Idont. No.

(A)

43-0860616

rt I— NlR

NO

%
Own.d

(B)

9.82%

I/ Ineert "R" if record. "B" if beneficial, or "RB" it record and beneficial.

Item Approximate number of holders of record of each class of equity securities:
1.10 Title of Class

(A)

$1.00 Cumulative convertible preferred stock - $1.00 par value
Common stock - No par value
7% Convertible subordinated debentures due January 1, 1990
Warrants expiring August 27, 1971
Warrants expiring January 15, 1979 nnimo
Options on preferred stock Lb uw^u

Item
1.11 (a) State whether registrant had a board of directors more than 60% of the members of which

were investment advisers of, affiliated persons of an investment adviser of, officers or em-
ployees of, or regular legal counsel for, the registrant1''. (ves or nol

(b) State whether 50% or more of the members of the boa
regular brokers for registrant or affiliated persons of any

(c) State whether 50% or more of the members of the boa
principal underwriters of securities issued by registrant
principal underwriters''.

(d) State whether 50% or more of the members of the boa
vestment bankers or affiliated persons of any investment

(e) State whether a majority of the board of directors of
rectors of any one bankl/

rd of directors of registrant were
such brokers1' (yes or no)

rd of directors of registrant were
or affiliated persons of any such

(yes or no)

rd of directors of registrant were in-
banker" (yes or no)

registrant were officers or di-

I/ Eic.pt •• permitted by th« provision* of Section 10(«> of the Act. If r.ftitrem it an unincorporated coovany not
board or director*. t»i» item shall apply to th« board of director* of the depoiitor of raiiilrani and. except in the
grapn (a), to the board of director* of every inveaiaem adviaer of refUtraat.

Number
of Holder*

(B)

1,662

4,124
762
18

4
6

NO

No

No

No

No

having *
cate of para-

IEC
use

037

038
N

039

040
..A

..B

..C

..0

..E

Golc - CDA dm - 0221
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Item Remuneration received by registrant's directors,
1.12 officers and advisory board members from the com-
(a) (I) Plex: " Toul remnn««tioo received by each of reg-

istrant's directors, three highest paid officers, and
advisory board members, whose remuneration
exceeded $30,000 from the complex: "

Name
(Last) (First) (Middle)

01 Coen Michael J.
02 Kepen Albert S.
03 Lucas Lawrence N.
04 Kepen Robert P.
OS
06
07
08
09
10
11
12
13
14

Foeltlom
with

R«9litran*2/

CJvnn . Bo
CnitiHTBd
VP &Dir
VP

Social
Security
Numb**

(A)

500-07-4308
317-05-55^4
283-10-9205
31J-24-5695

Total . . .

Item
1.12 Total remuneration received as a group by all of registrant's directors andofficers

Item
1.12 Total remuneration received as a group by all of registrant's advisory board members

1 V)/L\ Pension or retirement benefits: Total amount set
I . IZ(b) aside or accrued during fiscal year by the

complex '/ for pension or retirement benefits pro-
posed to be paid to each person named in Item
1.12(a)(l) above:

Name
(Last) (First) (Middle)

01 Coen Michael J.
02 Keoen Albert S.
03 Lucas Lawrence N.
04 Kepen Robert P.
05
06
07
08
09
10
11
12
13
14

Notes to Items 1.12(aXl) through 1.12(b):

Fraltlan*
with

RajUtrontS/

Chwn . Bd
CfiAn^Bd
VP&DIR.

VP

Social
Security
Nurnbor

(A)

Total
Dollar Amount

from Complex"

(B)

S
39,816
78,130
72,120
4 6 , 7 0 8

*

f ^ J 6 , / / 4

S 4 4 0 , 4 6 5

$ INAP

Dollar Amount
Sot Aside or

Accrued

(B)

S
6,690_

23,890
-

]_S 0^0121

Total . . . $30 ,580

I/ The "complex* conelata o( reeUtrant and eompaniee and flrme related le recUtrant •> epeetfled in clauaee (i) through (v) of
paragraph (•) of Item I .I] of Fora N-1R. The detail* with respect to th* remuneration r«c«i»«d from ««ch n«rab«r or th*
compl«i thall b« included in th* Miiwer* to Item 1.12 of Form N-1R.

2/ Indicate poeition* 07 the (ollovinf lymbol*: D-dlreetor; Oo (fleer; A-advieory board member.

sec
USE

041
N

042

043

044

045
N

046

Golc - CDA dm - 0222
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Item Remuneration in excess of 530,000 received
1J3 from registrant and its subsidiaries by certain

other affiliated persons of registrant (or
affiliated persons thereof) or of its investment
adviser or principal underwriter, as specified
in Item 1.13 of Fora rMR:u

If individual, state last,
first and middle names

01 Linde, Thomson, VanDyke, Fair chi Id C
Langworthy

02 Brenner, Lockwood & O'Neal

03

04

OS

06

07

08

Social See.
or IRS Ei.pl.

W«nt. Ho.

(A)

44-0658478

44-0640008

Capocltloi In
Which Sorvico*
W«ro Ronocrod

(B)

Legal Fees&Exp

Legal Fees&Exp

_*«fl"9a»»
Roaiun oration

(C)

$ 74,689

33,061

I/ Esclud* Information funithod la ou uM«r«r* to (urn* I.12(«>. l.I»(«X«) ond l.Jl(e).

Item Employees of registrant and of any company
115 furnishing services at cost (Section

2(a)(19)(iii>of the Act) to registrant:

(1) Of registrant
(2) Of a Sec. 2(a)(19)(iii) type company. . .

(a) State name of Company:
Golconda Corpor

Clan af Employoos:

Exac. and Rosoarch All Othor Employoot
Numbar of: Number af:

Full-tlma Part-timo PulUilmo
(A) (B) JCJ

11 2 1,746
INAP INAP INAP

Port-lim»
(0)
-

INAP

•ation (Formerly Golconda Mining Corp.

Item Custody of securities and similar investments; depositories:
1.16 •• Nam* of custodian: v

Type of custody:
b. Bank - Sec. 17(0(1)
c. Member Nat'l Sees. Exch. - Rule 17M
d. Registrant - Rule 17f-2

If registrant is custodian, name the deoository:
e. Idaho First National Bank

(check one)

X

LS 000222

I/ In..rt In thl> ipoc* tho urn* of tho bmk. (iclunf* mambtr, or rafUtnm. In •ceordcaco with itu typ* of euitotfy chocked bolow.

Item Amount and type of fidelity bond(s):
'•17 a. 70tal amount $ 5Q,QQO

b. Type (blanket or individual) Blanket
c. State whether in effect the entire fiscal y« ar (yes or no) • Yes

Golc - CDA dm - 0223
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Ittm
1.18
(o)(3)-l

Hn, 811- 1342 EDP C l n s i i l . P n d , Part I NIR

Investment advisory contract: Fee rate (annualized) under registrant's advisory contract, as percent of
net fuel vvdue. t.i/ v.l^ .r R«i.rro«f.

N«t A»««»a an« PC* Ro.r»t

M«» As(.t«
. (In million*)
Step:

(A)

1 FIT \ INAP

6. Of nnxt ___^_.
7. of next — — -• -
8. Of nest — — _^_— •—
°. Of nrxt —^—— •
10 Of next —
11 Of ne»t . . . . .
12 Of next -.
13 Of next . . . . . . .
14 over

Annual ?•+
Rate

(B)

INAP %

I/ U rafiatraat haa mar* than 90* lavaatmaat adriaar, aat forth la th« ubla tha (»• ma paid to tha adTiaar racaiTlnf tha lartaat
faa from rafiatraat. Stata by footnota tha nama o( such adviaar and. with raapact to tha ether adviaar. tha nama, tha baala and
amount of tha faa paid to It. and by whom tueh (aa la paid.

]/ If faa la teaaad wholly or partly an tha parforauaea of raflatraat. do not fill la thia Itam. but 10 indleata la I tarn l.ll(a)(}VJ
bvlow.

J/ If a ilafla rata la chargad. laaan *oo limit* for tha amount la thla apaoa. U fraduatad faa rataa ara eharfad. inaart tha flguraa
In jueeaaalva apaeaa, aad la tha »pacaa oppoaita tha atap numbarad 14, inaart tha riiul atap mount and rata. Add additional
apacaa If aora ara ra^ulrad.

Item
1.18
(o)(3)-2

Item
1.18
(o)(3)-3

Item
1.18
(a)(3)-4

Item
1.18
(a) (4)

Item
1.18(b)

Percent of net asset value limit in advisory contract on total annual expenses of INAP %

State whether advisory fee paid by registrant is based wholly or partly on the performance INAP

State whether advisory fee paid by registrant is determined on a basis other than a percent
INAP

LS 000223
Dollar amount of advisory fees paid by registrant *, INAP

Total dollar amount of advisory fees received by registrant's adviser, or by any
affiliated adviser thereof, from any associated registered investment companies i/ ... $ I MAP

I/ 'Aaaoelatad rajlatarad lavaatmaat company* for purpoaaa of thia Itam la daflaad la laatruetioo « to Itam l . l l ( a ) of Fora
N-1R. aa quail/Tad by laatrucUoa 3 to Ztam 1.1 »(b).
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Item
1.19

Item
1.21

Item
1.22

FIU H.. 811- 1342 ED C l O S e d - E n d , Part I-NlR

a. If during the fiscal year registrant entered into an investment advisory contract, state
whether the action was by the vote of a majority of the outstanding voting securities of &

b. If during the fiscal year registrant was a party to an investment advisory contract which
was in effect for a period of more than two years from the date of its execution, state
whether action was taken to renew sich contract (y** °* no) INAP

c. If during the fiscal year registrant renewed an investment advisory contract, state
whether such action was by either the vote of a majority of the outstanding voting se-
curities of registrant or by the board of directors,17 in either case within a period of not more
than two years from the date of execution of the contract or not more than one year from the
effective date of th* previous renewal of the contract fves or no) INAP

I/ Including • oialoiity of th* director* who «r«r» ool p«rti»» to th« contract or •/fillet *d pcnoai of tbo la**«tmmt idTlior or of tho
r>(t>tno> (oEcopt tololy In tfiiir position* •• dlrvetor* of nftmat).

Personnel of investment adviser (other than directors, officers, partners or
proprietors):

Class of personnel:
a. Executives
b. Economists, statisticians, and research
c. Account supervisors and counsellors
d. All other personnel

Services which were supplied or paid for wholly or in substantial part by
investment adviser in connection with investment advisory contract:

a. Occupancy and office rental . . . .
b. Clerical and bookkeeping
c. Accounting services
d. Auditing services
e. Legal fees
f. Registration and filing fees
g. Stationery, supplies and printing
h. Salaries and compensation of registrant's directors
i. Salaries and compensation of registrant's officers
j. Reports to shareholders .... . . ...
k. Determination of net asset values
1. Trading department

Other (specify);

m-
n.

Number oft

Pull-tim.
(A)

INAP
INAP

INAP

INAP

Part- time
(B)

INAP
INAP
INAP
INAP

(yc» er no)

INAP

INAP

INAP
INAP
INAP
INAP
INAP
INAP
INAP
INAP
INAP
INAP

INAP
INAP

LS 000224

SBC
use

074
..A

..B

..C

075
076
077
078

079
..A
..B
..C
..D
..E
..F
..G(Z
..H
..1
..J
..K
..L

..NK3

..N
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t-C F i l e No. 811. 1342 ED' C l o s e d - E n d , Part I-NIR
y*™ a. State whether registrant paid any continuing fee as a percent of net assets
1.23 - to any person for services,17' otherwise than pursuant to an investment

advisory contract (ves or
If answer is "yes" state:
h. To whom the continuing fee was oaid:

H.F. Magnuson & Company
c. Relationship ofrecinient to registrant or its investment adviser

Public Accountant
d. N.ture of services: Accounting, general office
e Dollar amount of compensation paid

no) YES

servi<
services & stock transfer

f. Continuing fee rate (annualized) as percent of net asset value:

Step:

1. First
2. Of next
3. Of next
4. Of next
5. Of next
6. Of next
7. Of next
8. Of next
9. Of next

10. Of next
11. Of next
12. Of next
13. Of next
14. Over

I/ Except eerrlco< <pe«lfled la the laatructioa to Itei
J/ If a ilnfle rate ie charged, laaort "no limit" for th

•pace a if more are required*

Item
1 24 State whether registrant reported in Item 1.2

fiscal year that any person (other than its ir
character specified in Item 1.24 of the form
investment advice to registrant or to its invi

Item
1.25 Portfolio turnover for last three fiscal

years:
(a) Total portfolio turnover:

1. Purchases
2. Sales
3. Monthly a vg. value of portfolio sees.
4. Percent turnover

(b) Common equity portfolio turnover:
1. Purchases
2. Sales
3. Monthly avg. value of portfolio sees.
4. Percent turnover

S 56 f 325

Valua of Raaiitrant'i
Nat Allots and Fee Ratai

Nat Asian
(In mlllioni)

(A)

t V

Annual Fee
Rara

(B)

%

LS 000225

D 1.23 of Form N-1R.
e •mount la this epaee. It Graduated fee ratei are chanted. Iniert the figure*
the step numbered 14, latert the Baal step amount and rate. Add additional

4 of its annual report on Form N-1R for the
i vestment adviser or other persons of the
and the instructions thereto) regularly fumi
sstment adviser Cves or

Lataat:
19_7_0

(A)

S
s 462 ,057
*21,«85.211

2.19 %

$
$ 462,057
S 21.085.211

2.19 *

Preceding:
i9_fi9
(B)

$1,008,342
S 48 ,626
$22.561.727

.21%

* 1.008.342
S 48,626
S 22.561.727

.21 %

shed
no) NO

Gor l i«* t :

19_£8

(C)

$ 462.125
s 350 .623
$ 2 7 . 0 9 4 . 6 6 2

1.297.

f 462 .125
$ 350.623
527 .094 . 662

1.29 %

OBBB*Bm*»

SIC
U S E

080

081
N

es

082

083
084
085
086
087
088
089
090
091
092
093
094
095
096

097

098
099
100
101

102
103
104
105
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sec P.I. MO. 811-1211 ED ' l o sed -End , Part I-NIR
Ittm

(a) Portfolio trading transactions; borrowing: State whether registrant engaged in any ...
of the following type* of transactions during the fiscal year: (?•• or no) ii£

1. Margin purchases ~ ..A
2. Short telling No B

3. Joint trading £2 ..C
4. Option trading S2 ..D
5. Option writing -£2 ..E
6. Borrowing of money ..F

(b) State whether the transactions, if any, reported in the answer to (a) above were
permitted by registrant's policies as recited in its registration statement and reports
filed under the Act *es Q(

Ittm VoJiM In Rutricwd Percent of Total
1.27(b) S»eurlH««i Hot A*»eti:

Value of total net assets invested in "restricted securities", W <B>
other than straight debt securities, at end of the i ZOA ait oil «
fiscal year S 2,584,812 8^13 % [QJ

Ittm
' •*" State whether registrant followed a practice of purchasing portfolio securities shortly

prior to the ex-dividend dates (yes or no) | ^ iQg

Ittm
1.29(b) State whether registrant distributed capital gains distributions on other than an annual

basis (yes or no) I IN*? 109

Ittm
1.30 state whether definitive proxy material was filed with the Commission with respect to

all solicitations of shareholders of registrant by or in behalf of the management of
registrant or its investment adviser (yes or no) I Yes 110

Ittm
1.31 Considerations which affected the participations of brokers or dealers in commissions

or other compensation paid on portfolio transactions of registrant: (y(i or no)

a. Sales of registrant's shares t^^ "A

b. Receipt of investment research and statistical information INAP _.B
c. Receipt of quotations for portfolio valuations INAP ..C
d. Ability to execute portfolio transactions efficiently and at best prices INAP ..0
e. Receipt of telephone line and wire services INAP ,.E
f. Affiliated relationship of broker or dealer1/. INAP ..F
g. Arrangement to return or credit part or all of commissions or

equivalent, or profits thereon:

1. To investment adviser or an affiliated person
thereof INAP ..G(;

2. To registrant INAP ,.H
Other (specify):

h. INAP
i. „ . ' INAP . j

sec
use

000226

I/ With ractttraat. Iti Umitacat mArim*r. or aa •fflllaud p*r*oa of •Ithw of ttua.

in
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If F,l. H., *11- 1342 EOB C I O S B d - E n d . Part I-ISMR

Item Direct or indirect interest woich each director, officer, member of any advisory board or committee, and any
1 .32 person who owns of record or is known by registrant to own beneficially 5% or more of the outstanding vot-
(a)&(b) "** securities, and each partner, of registrant or of its investment adviser, had in the firms specified^

Name of investment adviser in which interest
was held: v

Name(s) of holder of interest and relationship
to registrant or its investment adviser v

01 INAP

02

03

04

05

06

07

08

09

10

11

12

13

14

IS

16

17

18

19

20

IRS Cmpl.
Ident. No. or
We. Sec. Ho.

(A)

If security holder,
Indlcetei

Holder of «oro
riion 25% of
ony clo*«V

(B)

INAPPLIC

Holder of 25%
or lot* of

any «lo»»V

(0

IBLE

If partnor,
eheckt

Holder
of 1 of 4
largest

Interest*

(0)

Other

(K)

LS 000227

See next page for notes.

SIC
UK

ill
N
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sec FII. M.. 811- 1342 EDP C l o s e d - E n d , Part I-NIR
I tarn
1.32
(a)&(b) continued"

sic
use

Broker ot dealer named in Item 117(b) or 2.18,
in which interest was held,v holder of such
interest and holder's relationship to registrant
or its investment adviser.v

IRS Bmpl.
(dent. No. or
Sec. Sic. No.

(A)

If tecurily holder. Indicate!

Held** •* worn
than 29% ol
any class v

(B)

Holder «« 25%
or less ol

any class

(C)

If partner,
check:

Heifer
of 1 of 4
largest

Interest!

(D)

Other

(E)

Hi
N

INAP INAPPLICABLE

LS 000228

Item 1.32'a) and (b) notes:

I/ For th« purpoio of thlo t»bl«. "latoro.t" m««a« owaorshlp lnt«»«t (dlraet or Indlnct).
J/

3/

4/

Int.rt MOM of firm In which Intoro.t wo. hold undor thi. eoptlon ond. if intoroot w«o indirect, tbo nomo of tho firm in which tho dlroet
Intorooi woo hold and th« portinont rolotlonoblp. Omit tbo nomo of may lltm In which tboro wo. no intoroot.
tooort Roao of holdor of Intoro.t. U holdor I. on individual, .tsto lo.t. flrot, «nd mioolo nomoo. Uoo two lino, within . r,iim> »•* '»•"•
If noe...ary. ln.ort th. followlnt.yaboU oftor th. IUUBO of tho holdor. o. p.rtin.nt to< Indteot. all opplle.blo roUiion.hip. ••r.ti.trw.t.
I-ln...ln«t odrl.or. f>dlroctor O-offlcor. A-odyloory boord nombor: 9-..curlly holdor (3% or moroof out.toDdlnf ToV"'!^? hi «.n.d
P-p«nn.r. For oiomplo. u*o "RDO" to donoto portion, with r.fl.tront o. dlroctor ond offloor. Omit tbo nomo. of oil por«o«. -ho ownod
no dlroet or indlroctintoro.t. U aom .poeo 1. roqulrod. u.o on addition ol .boot with tbo .omo column hoodaf. ond copu. «o.
Indlcot* In tho opplleoblo colunm ooch elo.t ot tacuiitr hold ond whothor It io o »otl»i ooeurltr. uoiaf footnoto if nor. ipo*o i. r«quirod.
•hor* tho inioro.t ownod wo. that ol o >olo proprlotororup. thio Coot tholl bo notoo.

Golc - CDA dm - 0229



tec PH. MO. 811- 1342 . EOP ClOSed-Entf , Parr I-NtR

Item Participations of affiliated brokers or dealers u among the tea broken (Item 2.17(b)) which received the
1 .32(c) largest participations in brokerage commissions on registrant's portfolio transactions and among the ten
and (d) broken or dealers (Item 2.18) which engaged as principals in the largest amounts of registrant's portfolio

transactions, in brokerage commissions" on portfolio transactions (1) of registrant, and (2) of any
associated registered investment company: v

MOM of AKlll.to*}
Brokor «r Doolor4/

(1) Participating in registrant's broker-
age commissions:

01 INAP

02

03

04

05

(2) Participating in associated registered
investment company's brokerage
commissions: v

01 ~ INAP

02

03

04

05

IRS Empl.
Idant. or

$<x. S.c. No.

(A)

Grot*
Commlitlona

Rocoiv*)4

(»)

S

Gl»«-Up«

Roc.ivoo'frwM
0*«f«*'

(C)

S

INAPP

INAPPLL

P.Ut*
Of»iwv

(0)
S

.ICABLE

'ABLE

Not
ConwalKlona

Rocolvoo)

(I)

S

LS 000229

I/ For the purpoa* of thl* Item, "affiliated broker or dealer" It any broker or dealer at which t director, officer, member of any advisory
board or advisory committee, or my person who owns at record or 1* known by reentrant to own beneficially S percent or nore of
the outstanding voting lecurttlee. or eay partner, of registrant or of lit Investment advleer, wee an affiliated person.

J/ For the purpose al thl* Item, Include ee arokerate commJaelona the amount of the compensation on theea principal tranaactlona
(I.e.. new laauea and aeconaary dlatribatlona) where the compensation wae fixed by agreement under th* tulea of a national
tacuritie* ezchante. or where the dlacount or conceealon waa apeclfled In the proapectua or fUed by tha terma of the offar tnf .

J/ 'Aaaoclated reflatered Inwatment company* for the purpoeea of thla Item la defined In InatrucUoo 4 to Item l . l l(a) of
FOI^D N*lRe

4/ Indicate baala of affiliation (ae defined In note 1 above) of each named broker or dealer by footnote or otherwiae.
S/ buert name of aaaaclated reflate*** lnv**tm*nl compeny under thla caption, and Indent name a of affiliated broker* or deeler*

receiving panlclpaUona In brokerage commlaelona paid by auch company under die name of tae company.
»/ At the direction or requeat of reg latrant or of die aaaoclated t*f latered inveatment company, aa th* caa* may be, or al the

Inveatment advlaer or principal underwriter thereof.

st
us

115
N

116
N
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, **!?. Portfolio composition: Value of total assets in- Number of
1.39(o) vested in various types of securities: Issues

* "t

1. U S. Government"
?- Short-*"*" fab? (aft** **••" U.S, G»«'*)

Long-term debt (other than U.S. Gov't):

Preferred stocks:
5. Non-convertible _^__^

8- Options or warrants1'. , , ,. _,. _.
9, Other securities

10. Cash °nd other assets • • -•
11. Total assets , . . , - - , ,_ ma

Value
(8)

t

70 p?4 005

j / , j* i ,g jo
3 / ,140 ,U-}1

Percent of
Total Assets

(C)

%

34 "'G

bS . JO
lOO.OOTe

I/ laattad by the United Sutae or aa laeoroamatailty thereof.
2/ Payable on demand or la not ascaedlaf oae year from dale of laauaac* or reaenL
J/ Include aay optloaa or ararreata attached to another aecurtty with, aad la the category of. auch other security.

Item Five industries of heaviest concentration in common stocks:
U9(b)

Name of Industry

01 Mining

02

03

04

OS

Item Five largest common stock holdings in individual companies:

Name of Company

01 Hecla Mining Company
02 Alice Consolidated Mines, Inc.
03 Granduc Mines, Ltd.
04 Square Deal Mining fi Milling Co. Ltd.
05 LaLuz Mines, Ltd.

Item Market discount or premium from net asset value of outstanding

Common Stock (per share):

1. Net asset value per share
2. Market price"
3. Market discount ( J" or premium
4. Percent market discount ( ) or premium v.

'/ Claalng aale or meaa of bid aad aaked.
J/ Indicate dlacouat by placlai flfurea la parentheaea.
I/ State aa a percentage at oat aaaet ralue. If a dl. count, place fee perceata«e

Value ef Common Sleek
Investments In Each

•" ' (A)

$19,824,995

Value ef
Investment

(A)

$16,367,468

2,584,812

326 ,400

2 0 9 , 4 6 6

20,900

Percent ef Value
ef Tata) Assets

(B)

100.00 %

Percent of Value
of Total Assets

28.64 *

4.52

0.57

0.37

0 . 0 4

End of Fiscal Year:

Latest Preceding
Fiscal 19 Fiscal 19_

(A) (B)
S INAP 5 I NAP
S C

S S

LS 000230

la pareatheaaa.

u

IX

147
148

149
ISO

111
!»
153
154
155
iM
157
I5J

159
N

160
N

illm
163
164
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SEC File No. flit- 1342 EXHIBIT_JL

SECURITIES AND EXCHANGE COMMISSIOV
Washington, D. C. 20549

PART n
EDP ATTACHMENT FOR FORM N-1R

OF REGISTERED CLOSED-END MANAGEMENT INVESTMENT COMPANY

For Fiscal Year FnH«HNovember 30 1970_

GOLCONDA CORPORATION
(formerly Golconda Mining Corporation)

(Name of Registrant)

LS 000231
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icr P.I . NO 811-1342 E Q P C l o s e d - E n d , Parr II-NiR
Item
2.01(1)

Item
2.02

Ittm
2.04

Ittm
2.05

Item
2.06

Item
2.07

Attendance of directors at iw.mal meetings:

a Total number of formal meetings held by the board of directors

Percent total attendance of directors at formal meetings of the board of directors
(ratio of the total of the number of directors in attendance at the respective meetings
of the boaid to the total of the numbers of the members of the board at the dates of
such meetings):

b. Affiliated directors17

c Unaffiliated directors" .. . .

I/ Ai defined la *e Instruction to Item 2.01 of Form N-1R.

7

95.45 %
5 H . 6 Z %

Portfolio purchase and sale transactions in securities of same class of same iatuer within a six-month
period:

a. Total purchases . S INAP
h. Total sales S *NAP
c. T°*al purchases and sales S INAP
d. Total purchases and sales as percent of monthly average value of portfolio

securities for the fiscal year17 INAP %

I/ The aonthly >v*t*f« vslue of the tot«J portfolio securities shoem la Item 1.25(s)l sbove eh«U b« used la
percentage.

Purchase of securities during underwriting by affiliated principal underwriter (Section 10(0):
State whether registrant reported in Item 2.04 of its annual report on Form N-1R for the fiscal
year any transaction which was not exempted by an order of the Commission or exempted or
excepted by the provisions of any rule under Section 10(0 of *h® Act (yes or no)

computing this

NO

Purchase of interest in investment company, investment adviser, broker, dealer, underwriter,
or insurance company (Section 12(d)): State whether registrant reported in Item 2.05 of its
annual report on Form N-1R for the fiscal year any transaction which was not exempted by an
order of the Commission or exempted or excepted by any provision of Section 12(d) of the
Act or any rule thereunder . ... . . . ... (yes or no) NO

(a) If any vacancy in the board of directors of registrant was filled by action of the board,
state whether, immediately after the filling of any such vacancy, at least two-thirds of the
directors then holding office had been elected by the holders of the outstanding voting se-
curities of registrant at an annual or a special meeting of the shareholders17 (yes or no)

(b) If at any time (during the fiscal year) less than a majority of the directors of registrant
then holdingoffice had been elected by the holders of the outstanding voting securities of reg-
istrant, state whether a meetingof such holders was held within sixty days for the purpose of
electingdirectora to fill any existing vacancies in the board of directors17 (yes or no)

NO

INAP

LS 000232

I/ Ths reporting requirements of this item the.!! not spply to registrant I/ it Is • common law trust eiistint on the dste of enactment
of the Act under sn Indenture of trust which does not provide for the election of trustees tij the shareholders. If reg istrsnt is

Transactions between registrant or controlled company and affiliated or certain other per-
sons (Sections 17(a), 17(b), 17(c), and 21): State whether registrant reported in Item 2.07 of
its annual report on Form N-1R for the fiscal year any transaction which was not exempted by
an order of the Commission or exempted or excepted by any provision of Section 17 or 21 of
the Act or any rule thereunder . (yes or no) NO

sec
U S E

200
..A

..B

..C

201_
..A
..B
..C

..D

202

203

204
..A

..B

..C

205
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ser FH. M.. 811- -1342 - EDP ̂ IOS8d-Enl PartlT-NlR

lt««n State whether there was any transaction between registrant and aay corporation or or|
2 08 t*0fl (otnet *an registrant's investment adviser) which was an affiliated person, knoi

such by registrant, of any director or officer of registrant's investment adviser .M (yes

aniza-
*n to be NO

BT no) _ .. .

I/ Oth«f tteM • MBMatlMi (or which BO lafoimatioa o««d b* (t*«a pvnuMt to «• taotnuUea* to Iu« l.M of Pma K-IK.

Ittm Remuneration of certain affiliated persons acting as agent in property transactions or as
2.09 broker in securities transactions (Section 17(e)): State whether registrant reported in Item

2.09 of its annual report on Form N-1R for the fiscal year the payment of any compensation
which was not exempted by an order of the Commission or exempted or excepted by the NO

Item Name each bank, other than a custodian bank named in Item 1.16(a),
2.lO(o) registrant kept deposits, and state the average monthly balance then

during the fiscal year:

Name of Bank

01 Idaho First National Bank
02 First National Bank of Wallace
03 First Federal Savings and Loan
04 Pacific National Bank of Washington
05 Old National Bank of Washington

06

07

08

09

10

11

12

in which
(of in each

IRS !••).
(•••t. Ma.

(A)

82-6005448

82-0174625

82-0109357
not

available
not

available

LS (X

Average
Monthly

Balance of
Dapoilu

IB)

s
20,049

1,759

1,435

208,306

74,997

00233

The above banks and average monthly deposits are those of the
Investment Subsidiary only - formerly Golconda Mining Corporation.

Item State whether there was any practice or arrangement under which a custodian bank named in
2.10(b) Item l-16(a) above maintained deposits of registrant's funds or equivalent funds of any such TMIXTS

custodian bank deposits in other banks . . . . . (y^s or no) , _ , „ . . _

-e.m State whether registrant complied with all requirements of Rule 17g-l under the Act with
*• ' ' respect to a fidelity bond (yes or no) iES

Item if registrant paid any dividend or made any distribution in the nature of a dividend payment,
2. 1 3 wholly or partly from any source other than the sources stated in Section 19 of the Act,

state whether such payment or distribution was accompanied by a written statement to the
stockholders disclosing the source or sources thereof and otherwise complying with the TXT»r>
provisions of Rule 19-1 under the Act (yes or no) INAP

SIC
ust

208

^207

208
N

209

710

211
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Item (•) State whether registrant porch
2.14 knowledge of registrant, crass owt

acquisition existed, between regU

(b) If , to the knowledge of registr
existence, state whether steps we
known to It. to terminate such own

ased any voting security of a c
lership or circular ownership tJ
trant and the issuer of such s<

ant, any cross ownership or ci
re taken by registrant, when sv

sompany where, to the
lien existed or after such

rcular ownership came into
ich relationship became

Item State whether registrant followed all procedures specified in Rule 2a-4 under the Act in
2.V5 the making of periodic calculations of the current net asset value per share of its outstand-

NO

INAP

INAP

Item (a) State whether registrant filed
2. 16 «n independent public accountant

Section 32(a) of the Act and the n

(b) State whether registrant filed
preparation of which the controlle
registrant participated other than <
Af*t

with the Commission any financial statement certified by
other than one selected ot ratified in accordance with

with the Commission any financial statement la the
r or other principal accounting officer or employee of
me selected in accordance with Section 32(b) of the

NO

NO

Item Broker-dealer participations in portfolio transact!
2.1 7(o) Total brokerage commissions1'' paid by registri

I/ &•• Not* 1 to lira J.17(b) below.

r s ^524

Item jen brokers which received the largest participations in brokerage commissions " on registrant's portfolio
2.17(b) transactions, set forth in order of size based on net commissions received:

Horn* of Broker

01 Dominick & Dominick

02 Midland Securities Co.
Illv •

03 Reynolds & Co.

04 Bache & Company

05

06

07

08

09

10

IRS Empl.
loWnt. or

Soc. he. No.

(A)

N/A

N/A

N/A

N/A

Oral.
Co*u». Ree'd
fm. R«gl*t.

(B)

$1,265

1,958

410

891

Civ«-Up>

Received
fro*!

Ofh«r«v

(0

s

Paid
to

OnS*.V

(0)
S

Net
Cemmis*lan>

R»e»i»»d

(?)

$1,265

1,958

410

891

LS 000234

I/ For the purpo** of tfeU lt*a. Include •• brok*r*c* commUdoa* th* •mount of th« coap*n*«tlon on thai* principal tr*n**ction*
(1.*., B*» IMUO tod ••condair distribution*) whir* tb* conp*nution w*i (U»d by Mr**o»nt under th* rolai of • natlorul
••euritlo ixclunfo. or whon th« diicount or eone.nlon wmt ipocUUd In UM praipoctiu or (Ixod by ttw term* of th« o((«rtn».

I/ At tb* dlrvetton or r*oAi**t of r*(litr*Bt or tt* bmttawnt *dri**r.

SIC
UJI

212
..A

..B

213

214
..A

..B

215

216
N
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»pr P.I. N.. mi. TU2 EDP C l o s e d - E n d , Pirt ii NIR
Item Broker-dealers acting as principal*: Amounts of portfolio transactions (including Government securities)
2.18 ty registrant with broker* or dealers named in Item 2.17(b) acting as principals and with other

brokers or dealers among the sn which engaged as principals in the largest amounts:

NOM *f sWMr or Doalorl/

01 i'ennaiuna & company
02
03
04
OS
06
07
08
09
10
11
12
13
14
15
16
17
ia
19
20
21
22
23
24
25
26
27
28
29
30

IRS Cmpl.
(•wit. or

SM. S«c. N».

(A)
J2-0258524

Principal Transaction*

Purchaca*
„ by
NofUfrant

(•)
s -

Sal««
_ »f
Rcglitrant

(C)
S63.000

Total

(0)
S 63.000

LS 000235

l/ Jji'T^L?1* «•«•• ta • <ln«l« Umt ffmoftd la ord*r at ttM totml uaount at tmumctlm br ntlttrmat wtth mmcti brak.. .. A.II.I.
(froa hl|h.»t t» lo... l newt.). «« la&c.M by foornou ..eh web broiirordlL.* i|5Jh ~! 1S?I LJmTd " tt.» 1 U»5i

sic
US!

217
N
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1342 ED r " l o s e d - E n d , Partii-NiR

2.19 State whether any orders for the purchase or sale of portfolio securities on behalf of
registrant were placed with a broker or dealer in return for anjr benefits provided, di-
rectly or indirectly, to any other person" (yes or no) NO

SIC
use

213

I/ Otlwr **• r«cl«nat'« lamtacat mdrtttr or • coow«ny of tb* ctxncttr d»ertb*d la ct«u*» (Ui) of th« Injunction to
tt»B 1.24 of Put I of Tatm N-IK.

Item
2.20 State whether there was any family relationship, known to registrant, of certain affiliated

persons of registrant, specified in Itea 2.20 of Form N-1R, with other such affiliated per-
sons of registrant or of its investment adviser (yes or no)

NO 219

Ittm
2.21 State whether there was any transaction between registrant's investment adviser, or

any broker named in the answers to Item 2.17 and 2.18 of Form N-1R, and (a) any di-
rector or officer of registrant who was not an affiliated person of such investment ad-
viser or broker, as the case may be, or (b) any corporation or organization controlled by
such director or officer". (yes or no) NO 220

I/ Othor tto«n • truuacUon for which no Information a««d b« (iron puniunt to th« laitntetioai M lum 2.11 of Form N-1R.

Ittm
122 State whether there was any indebtedness (other than by virtue of margin accounts)

of any director or officer of registrant who was not then an affiliated person of
registrant's investment adviser, in an amount exceeding $1,000 to the investment
adviser or to any affiliated person thereof (yes or no) NO 221

LS 000236

ornci :Mt o
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